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General Foods presents to its stockholders 
... Prances Barton 


FRANCES BARTON is a friendly, symbolic personality who will 
henceforth represent to the consuming public the knowledge, 
experience, and spirit of helpfulness in the General Foods Con- 
sumer Service Department. 

By identifying the many consumer services of General Foods 
with this personality, we hope to build an asset of ever-increasing 
value. 


General Foods Corporation 
250 Park Avenue - New York 17, N. Y. 
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\CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N. Y. 


ym Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable July 1, 1948 to 
holders of record at the close of busi- 
ness June 14, 1948. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable July 1, 1948 to holders of 
record at the close of business June 
14, 1948. 
COMMON STOCK 

60 cents per share, payable June 
30, 1948 to holders of record at the 
close of business June 14, 1948. 2 


R. O. GILBERT 


Secretary 


June 1, 1948 














MINERALS & ational 


CORPORATION 
General Offices 
20 North Wacker Drive, Chicago 
* 


Dividends were declared by the 
Board of Directors on 
May 27, 1948, as follows: 

4% Cumulative Preferred Stock 
25th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40c) per share. 

Both dividends are payable June 30, 
1948, to stockholders of record at the 

close of business June 18, 1948. 
Checks will be mailed by the 
Bankers Trust Company of New York. 


Robert P. Resch 
Vice President and Treasurer 


* 


Mining and Manufacturing 
Phosphate © Potash © Fertilizer * Chemicals 
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THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following regular quarterly dividend: 


Common Stock 
No. 54, 15¢ per share 
payable on August 14, 1948, to holders of 
secord at close of business July 20, 1948. 


Date Parker 
june 3, 1948 Secretary 
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American Industry Probes The Globe For Oil 





Photo by Standard Oil, N. Y. 


The above picture showing Columbian workers loading petroleum products vividly portrays how 
technology and muscle join hands to meet world-wide demand. American capital and experience 
are well ahead in the race to exploit foreign petroleum sources, supplying modern drilling and 
refinery equipment far from home. While this means capital risk, it benefits all concerned, oil 
concerns, foreign governments and native labor. 
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The Trend of Events 


CONFLICTING ACTIONS .. . The swift action of the 
House of Representatives in giving overwhelming 
approval to appropriations totaling some $10 billion 
for defense should furnish a plain and salutary 
warning to Russia. For the speed and unanimity of 
the action is unmistakable evidence of this country’s 
frm determination that no weakness on its part 
should tempt the Soviets into dangerous adventures, 
based on mistaken belief in our unwillingness or 
unreadiness to offer resistance to any threat or 
provocation. In this respect, firm support of a firm 
policy decided upon by the people and the congress 
of the United States is just as important for the 
impression it creates abroad, as for the armaments 
it makes possible. 

All the more deplorable is the subsequent House 
action in slashing foreign aid appropriations by $1.5 
billion. The House has not, by this exhibition of 
cheese-paring in a parallel field, discharged its re- 
sponsibility of firmly supporting our foreign policy, 
a support that particularly at this juncture should 
be neither doubtful nor wavering. Rather, the House 
has compromised the pledged word of our Govern- 
ment, undermined the structure of the Marshall 
Plan, and thereby undone in large degree whatever 
actual and psychological support of our foreign poli- 
cy it has rendered by the quick approval of defense 
appropriations. 

Let us hope that the Senate will not hesitate to 
rebuke this ill-advised effort to whittle down our 
foreign aid program, which after all represents an 
integral part of American foreign policy and is just 
as essential to our security as the defense program. 

To the extent that the House action represents 


an attempt to alter by indirection important policy 
decisions made after full and free debate, it consti- 
tutes a blow to the reputation of Congress no less 
than to our foreign policy, which as a direct result 
of this development has already come to be ques- 
tioned by our friends and is being viewed with cyni- 
cism by those forces abroad that oppose it. It has 
dealt our prestige a severe blow, and the political 
leadership responsible for it has done their country 
no good. 


OVERTIME ON OVERTIME... The recent decision of 
the Supreme Court, upholding claims of a group of 
longshoremen to “overtime on overtime” payments 
on a retroactive basis, makes it virtually certain 
that the Wage-Hour Law will come in for a general 
overhauling. Reminiscent of the “portal-to-portal” 
case, it is a situation that clearly calls for prompt 
congressional action, lest the decision saddle busi- 
ness in virtually every field with back pay suits 
and penalties reaching astronomical totals. The di- 
rect liability of the Federal Government alone is 
estimated at $300 million, while the total burden 
on private industry would reach many times that 
figure. 

The longshoremen’s suit was based on a loophole 
in the Wage-Hour Law that apparently has per- 
mitted to treat premium pay for “inconvenient 
hours” or certain types of work as part of the 
“regular wage rate.” Alarmed by the implications 
of the court’s decision, leaders of virtually every 
industry are now joining in the clamor for con- 
gressional relief before adjournment. Unless Con- 
gress acts quickly to protect employers against 
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capricious interpretations of the law by administra- 
tors, collective bargaining is likely to become much 
more complicated. For employers are likely to de-_ 
mand clauses which specifically protect them against 
the possibility of suits for back pay, and this in 
turn could well open a pandora’s box of new labor 
troubles. 

Objections raised by unions to such requests may 
result in strikes or in inflated wage demands. To 
prevent difficulties, the best course would be for 
Congress to act quickly on the “overtime on over- 
time” threat by passing a makeshift law, like the 
Portal Act, designed as emergency action. Thus 
while the situation calls for more far-reaching revi- 
sion of the Wage-Hour Law, fuller action can wait 
until after the election. Undoubtedly, experiences 
such as the “portal-to-portal“ and the “overtime on 
overtime” developments make a convincing case for 
sweeping revision of the Wage-Hour Law. Congress 
should be able to write a law that will clearly state 
its intent, one that cannot be used to exact extreme 
benefits it never intended to legalize. 


DECLINING LIQUIDITY . . . One of the significant 
features of our present economy is the decline in 
financial liquidity of both business and individuals. 
Most pronounced has been the inroads made into 
the liquid assets of business since the end of the 
war. The SEC reports that between the end of 
hostilities and the end of 1947, corporate holdings 
of cash and Government securities were reduced by 
27% to help finance expansion of plant, inventories 
and receivables. 

When the war ended, American business found 
itself in the most liquid condition in history. Hold- 
ings of cash and Government securities approached 
$45 billion, three and a half times that of the 1939 
total. Naturally this vast accumulation of liquid 
resources acted as a powerful stimulus upon our 
postwar economy. It encourgaed ambitious pro- 
grams for expansion which in turn strongly bol- 
stered capital goods activity, employment and trade 
generally. 

Individuals found themselves in a similar posi- 
tion; they emerged from the war with liquid assets 
of over $130 billion. Together with full employment 
at high wage rates, this made them much readier 
to spend, even to draw upon savings when current 
income failed to sustain living standards threatened 
by high prices. Above all, it enabled them readily 
to finance the purchase of expensive durable con- 
sumer goods. 

The lessening of corporate liquidity, as stated 
above, is naturally making for growing hesitancy 
of managements to draw down liquid assets still 
further. Cash resources in many cases are no 
longer excessive in relation to working capital 
needs. As a result, there has been greater reliance 
on borrowing and on retained earnings to proceed 
with further expansion or bolster working capital. 

Among individual consumers, there has been in- 
creasing resort to consumer credit to make up for 
the weakening in their financial status. The latest 
survey on consumer credit is illuminating. It shows 
total outstanding consumer credit has risen to an 
all-time high of over $13 billion, and that Americans 
were in debt to the tune of $6.7 billion for instal- 


ment purchases alone, a gain of $1.28 billion within 
the short span of six months. The conclusion is that 
consumer purchases will henceforth be increasingly 
dependent upon the availability of new credit. 

This parallel development, affecting business and 
consumers and intensified no doubt by the rise in 
prices, does not in itself warrant pessimism about 
the economic outlook but it does highlight some 
changes in the economic climate. It is likely to make 
for more cautious spending, both on the corporate 
and individual level. Corporations will be inclined 
to be less liberal with dividends. And consumers are 
bound to be affected by the fairly large amount of 
future purchasing already committed in the form 
of instalment and other debt. 


MERRY GO ROUND ... It is difficult not to view the 
Federal Reserve Board’s increase in reserve require- 
ments at New York and Chicago as an obvious slap 
at the Treasury, but otherwise a move that is hardly 
likely to fulfill its avowed purpose of “restraining 
inflationary expansion of bank credit.” It may well 
defeat this very purpose. 

Banking quarters generally regard the step as un- 
necessary. They point out that business loans in the 
two districts have moved steadily downward over 
the last five months and now stand at a level $261 
million below December 31, 1947. Also there have 
been no signs of a “runaway” upward movement of 
loans. Thus all the Reserve Board will accomplish is 
to further tighten credit where it is already tight, 
while other districts will be unaffected. And in this 
connection it might be observed that it is not the 
least in the areas outside of the big centers, includ- 
ing the country banks, with their high incidence of 
real estate loans where strong inflationary forces 
exist. 

Bankers in the New York and Chicago districts, 
to meet the new reserve requirements have been 
forced to sell short term Government securities, 
thereby losing estimated income at an annual rate of 
$5 million. To make up for the earnings loss, they 
will undoubtedly be more aggressive in finding new 
lending outlets, or will have to buy more long term 
Government bonds. Neither course is held desirable 
by the Reserve Board. 

Insofar as it will tighten credit, it will also tend 
to stiffen lending rates, which in turn is in conflict 
with the recent Treasury decision to freeze short 
term rates for the summer in a credit loosening 
move that, it is generally agreed, was politically in- 
spired. Thus the futility of the whole business is 
not hard to appreciate. The Reserve Board by its 
action has however used up one of its few remain- 
ing anti-inflationary weapons that might have been 
better saved for use in the face of a stronger re- 
sumption of inflationary pressures than is pres- 
ently apparent. 


WITHDRAWAL FROM INVESTMENT... A study of 
statistics of the SEC dealing with the employment 
and use of individual savings reveals the significant 
fact that withdrawals by individuals from corpo- 
rate investments during the last eight years 
amounted to fully $500 million, and this in a period 
when savings, for some years at least, were ab- 
normally high. It is (Please turn to page 312) 
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As. J Seo Gt! 


BY CHARLES BENEDICT 


SO SURPRISED!! 


x HE reported consternation among United Na- 
tions members when Russia demanded that she be 
permitted to send a Soviet Military Commission 
to Palestine was rather thought-provoking. Of 
what calibre are these men representing the na- 
tions of the world that they should have failed to 
consider and prepare for such a possibility—which 
was clearly evident to any thinking individual? 
We have been wondering for a long time why 
the United Nations has fumbled so miserably in 
every crisis, and has had a tendency to blame the 
conflicting interests of the three great powers: 
United States, Soviet Russia and Britain. But it is 
more than that. To a greater extent than we like to 
think, it seems the world has entrusted its future 
to men of second and third rate calibre—unable to 
cope with unusual events. 
This is highly disillusioning 
in a situation that calls for 
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“THE FIREMAN”’ 


the strong who will not suffer mental paralysis in 
every crisis—men fully able to withstand the con- 
stant pin-pricks and shocks of what is bound to be 
a continuing war of nerves. There is no place to- 
day for cynical traffic in special privileges and 
special advantages if we are to save the world and 
ourselves. 

The United Nations seems to be another case 
where a brilliant and noble conception has been 
turned over to men without the vision or passion 
necessary to make of the undertaking a vital and 
living thing. 

This is my indictment against the United Nations. 

And I, for one, am against the great expense 
necessary to support this shell of an edifice—empty 
and soulless—powerless and useless as an instru- 
ment for organizing peace 
and security for the people 
of the world. 
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Market In New Phase 


The market firmed up last week, putting the daily industrial and utility averages to 
new bull-market highs by a small margin. Our policy remains bullish but we would not 
at this time reduce reserves in average accounts below the previously advised level of 
about 25%. Selective buying, within this policy, should be done on recessions. 


By A. T. 


Re ollowing about three weeks of sidewise drift 
in the Dow-Jones industrial average, which was 
accompanied by a minor retreat in average prices 
of rails and utilities, the market developed renewed 
strength last week. There was nothing spectacular 
about it, for the net changes in the averages were 
moderate and the volume of transactions remained 
well under that seen in May when the industrials 
for the first time managed to surpass the July, 
1947, recovery high. However, no quarrel can be had 
with the performance. Bull markets—and we con- 
tinue to assume this is one—make their own pat- 
terns, by no known rule; and often are unexciting 
for goodly periods of time. 

Even if limited, the week’s results were neverthe- 
less on the encouraging side. The industrial average 
reached a new high, at the best level since Septem- 
ber, 1946. The utility average recorded a new high 
for the year. The rail average rallied to within less 


MILLER 


than half a point of its previous bull-market high of 
May 17. The largest volume, even though moderate, 
continues to be seen when prices are moving up. 


Technical Evidence Satisfactory 


All of this adds up to satisfactory technical evi- 
dence, whether or not the clues are decisive. Clearly, 
investors and traders continue to have more interest 
in buying, or holding stocks, than in selling them. 
This conclusion is additionally affirmed by the re- 
lationship between demand for, and supply of, stocks 
depicted by our Support Indicator, charted on this 
page. A great many individual stocks are quietly 
pushing on to new highs almost daily. Of the 46 
stock groups’ for which we keep weekly price in- 
dexes, 33 showed net gains last week, one was un- 
changed and 12 recorded declines, most of which 
were insignificant. Twenty-one of the groups made 
new highs for the year or longer. The 
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AT DECLINING PRICES) 
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oil stocks again established a new all- 


4 ms — ot time high. 
THE MARKET 13 A TUG-OF-WAR....CONSTANTLY SHIFTING cars ¢ See a =. = $ We have not recently had, and still 
320 20 do not have, any strong conviction on 
310 10 near-term potentials for the averages. 
300 DEMAND FOR STOCKS 300 A fortnight ago it appeared evident 
290 a tae 290 that the market needed some degree of 
AT RISING PRICES) temporary correction, whether 
260 a0 through a minor reaction or a consoli- 
270 270 dating pause. It may be that the three- 
260 60 week pause of the industrial section, 
eso 280 and the small sell-off in rails and utili- 
ties, have provided all correction re- 
240 240 quired. Last week’s evidence appears 
230 230 to point that way. 
220 20 However, the period just ahead is 
ai ns by no means free of uncertainty; and 
neither, of course, is the longer vista. 
200 200 Moreover, we are justified in a degree 
190 190 of conservatism at the present time by 
180 OF STOCKS | 14, the mere fact that we have previously 


recommended a major expansion in 
stock holdings, reducing reserves in 
representative investment accounts to 
150 only 25%. Those who have followed 
140 our advice hold bull-market positions, 
30 and should feel no great pressure to 
cut their reserves further at the pres- 
ent time or to reach for stocks. Where 
reserves are larger than we have ad- 
vocated, selective buying is, of course, 
in order; but it is always sensible to 


170 
160 
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An immediate uncertain- 
ty which might easily in- 
cline many investors neither 
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to buy nor sell stocks until 
it is ended is the identity 
of the Republican Presiden- 
tial nominee. We doubt that | 
the result of the convention 








is capable in itself of put- 
ting the market lower or 
higher. However, there is 
plenty of division in the 
Republican Party, and the 
choice made can certainly 
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RANGE 
OOW-JONES INDUSTRIALS 


1938- ‘47 


have some bearing, maybe 
an important bearing, on 
this country’s long-run for- 
eign policy and also on 
some aspects of domestic 
economic policy. Hence, 
there is keen interest in the 
selection. Getting it out of 
the way may be necessary 
before the market can capi- 
talize adequately on the 
seasonal tendency toward 
higher prices at some time 
within the summer period. 
If the investment concensus 
is that the nominee is satis- 
factory, that he is capable 
of uniting the Party and 
that his choice makes the 
defeat of the present Ad- 
ministration even more 
probable than it has ap- 
peared heretofore, the tra- 
ditional summer rise should 
be stronger than it would 
otherwise be. 

The threatened coal 
strike, capable of affecting 
industry seriously, although only temporarily, will 
remain a matter of uncertainty for some time. This 
threat, of course, could be ended by a deal, but the 
path to it is made difficult and possibly long by the 
fact that John L. Lewis is a decidedly hard bar- 
gainer. It may well be that the delaying tactics of 
the Government, under the processes of the Taft- 
Hartley Law are not too displeasing to Lewis. They 
could defer a strike until autumn, but not prevent 
it then; and an autumn coal stoppage no doubt 
would suit Lewi is better than one in July. 


OOw-JONES RAILS 


MILLION 
SHARES 


Other Considerations 


Whether Russia contemplates a showdown now, 
or soon, on Berlin or anything else seems increas- 
ingly improbable on the currently available evi- 
dence. But if the odds against a shooting war are 
increasing, nevertheless those in favor of a real 
peace, and of political-economic stability in Europe, 
are certainly not too impressive. Our domestic busi- 
ness outlook appears strong for some time to come— 
in fact, for the foreseeable future; and the over-all 
inflationary pressure is again increasing, already 
JUNE 
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putting the cost of living to new all-time highs. 
However, political decisions on ERP, taxes and 
armament caused this new boost in business senti- 
ment, and precluded recession this year—and politi- 
cal decisions are subject to change. ERP is off to a 
slow start in actual administration; and if final 
results are other than disappointing it will be a 
miracle. Depending on world events, the arms 
spending might be revised up or down. As now pro- 
jected it is not enough of itself, or in combination 
with ERP, to guarantee the business boom, should 
for any reason there come a downturn in the pres- 
ent huge private outlay for new plant and equip- 
ment, plus inventory expansion. 

The market so far this year has been no less 
selective than usual, and the chances remain 
strongly against satisfactory investment results 
from unstudied purchases. For example, measured 
from the lows made earlier this year, the percent- 
age advances in our 46 weekly stock-group indexes, 
as of last Friday’s close, range all the way from a 
meager 2.5% for the gold stocks to 60.5% for the 
coal-mining group. 

For this period the twelve best groups, in order 
of gain, have been: coal (Please turn to page 312) 
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Third Quarter 


Business Outlook 


By E. A. KRAUSS 


ily we approach the third quarter of this year, 
we again seem to have entered a period of question- 
ing as to the firmness of our business foundations, 
whether certain signs of diminishing business vigor 
that have cropped up in recent months are merely of 
passing or relatively minor significance to the over- 
all trend, or whether they herald a change of a more 
fundamental nature. 

We have gone through these periods before only 
to find that our foundations were firmer than we 
thought, or to discover that new stimuli have tem- 
porarily at least postponed a change in direction. 
Today this may again be the case. Obviously busi- 
ness prospects at present hang in balance between 
natural deflationary drags and artificial Washington 
stimuli, an uneasy and delicate balance that could 
be upset by any number of developments. 

For proper perspective, and before we attempt to 
look ahead, it may be well to look back first and 
briefly retrace the past. This will refresh our memo- 
ries and help us better to understand and weigh the 
opposing forces now at work. Unquestionably today, 
there are numerous uncertainties affecting the out- 
look, most of them rooted in the happenings of the 
past two years. And while inflationary trends still 
appear dominant, deflationary or stabilizing factors 
are present that may be more forceful than many 
are inclined to believe. 

By historical precedent, the traditional “primary 
postwar depression” is long overdue. We have heard 
talk of its immediacy for over a year and a half. 
After the first world war, there was first a brief drop 
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in business activity, then a period of 
rising business which lasted until the 
early months of 1920. A subsequent 
rapid and severe decline carried the 
economy into the postwar depression of 
1921 and it was not until 1923 when an- 
other upswing—dquite gradual at first— 
got under way and ultimately blossomed 
out into the big boom of the 1920s. 
Something akin to that has been 
widely expected to follow 
the latest war; in fact the 
initial pattern bore close re- 
semblance to the earlier ex- 
perience. There was a sharp 
but rather short letdown in 
business in the last half of 
1945, due to cessation of 
war orders and reconver- 
sion difficulties. Then fol- 
lowed a strong recovery, in- 
itially hampered by severe 
labor strife and _ costly 
strikes. But in contrast to 
post-World War I experi- 
ence, this recovery — our 
present boom—has not Leen 
cut short. It has far out- 
lasted its predecessor, rais- 
ing the question of what kept it going and how long 
it will last. 

The basic factor behind all postwar booms, and 
prominently so behind the current one, has been 
inflation. They have come about because the supply 
of money and hence of purchasing power has 
grown more rapidly than the supply of civilian 
goods. This is a fundamental fact that imme- 
diately furnishes the answer to the questions 
raised above: The inflationary boom has been kept 
going by continued unbalance between the money 
and the goods supply, and it will last until purchas- 
ing power gives out or is decisively overtaken by the 
growing goods supply. The real question, thus, is one 
of timing; it is far more difficult to answer and re- 
quires constant and closest study of all the numerous 
factors entering it. Snap conclusions are ound to 
hit way off the mark, and over-emphasis of isolated 
factors may equally lead astray; any such approach 
can never take the place of careful correlation of 
vital facts. What complicates matters is the unpre- 
dictable injection of unforeseeable developments or 
artificial stimulants which may at any time inter- 
fere with natural trends, at least for some time. 


What Happened Last Year 


Thus early in 1947, there was distinct evidence 
of a recessionary movement in business activity, 
leading many to believe that a reversal of the busi- 
ness trend was at hand. It was by no means an 
illogical expectation. Pipelines were steadily filling 
up, especially with consumer goods, and inventory 
accumulation was flattening out, portending a pos- 
sible early downtrend. High and rising prices made 
for growing consumer resistance; and with dollar 
shortages pinching foreign nations, there was valid 
reason to expect a perhaps drastic drop in exports. 

However, the widely anticipated 1947 recession 
failed to materialize. Later developments, which 
could not be foreseen, changed the picture with the 
result that industrial production was higher at the 
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end of the year than at the beginning, and for 
the whole of 1947 outdid 1946 by fully 10%. 

Here is what happened. Our short corn crop 
and crop failures abroad strongly bolstered 
commodity prices. Exports, swelled by heavy 
Government-financed shipments of foodstuffs 
to Europe, reached an extraordinary peak dur- 
ing the first half, though they did taper off 
thereafter. Instead of declining, consumer 
spending rose — aided by heavy second round 
wage increases, large bonus payments to vet- 
erans-and, later in the year, the lifting of con- 
sumer credit controls — all of which strongly 
supported retail trade. As a result, inventory 
accumulations which dropped off during the 
second quarter, picked up again. Contra- 
seasonal revival of building activity by mid- 
summer was another notable stimulant and so 
was, importantly, the marked increase in capi- 
tal expenditures for plant and equipment. Last 
but not least, the Marshall Plan began to take 
shape which provided considerable pyschologi- 
cal stimulus. 


New Purchasing Power Generated 


Broadly, what held up business and carried 
it to new highs last year was not only the great 
demand for goods, but the generation of 
enough purchasing power to translate this 
demand into buying power despite rising 
prices. By the end of last year, wholesale com- 
modity prices were some 100% above prewar 
and the cost of living had risen by 67%. But 
indicators of buying power such as disposable 
income, average weekly earnings, personal 
savings, etc. had advanced eveh more. The 
public, in short, had enough money to buy 
goods and in relatively few fields could the 
goods supply match the demand. 


Weighing 1948 Prospects 
Early this year, when business forecasters 


again took stock, there was widespread con- 
viction that the momentum thus created was 


- sufficient to carry business through the first 


half year at the existing high rate of activity. 
As to the course beyond, there was less assur- 
ance and opinions differed considerably. A 
good many anticipated revival of recessionary 
trends during the second half of the year, for 
seemingly valid reasons: Further and sizable 
inroads had been made into the deferred de- 
mand; the filling of pipelines had further pro- 
gressed; prospects pointed to a progressive re- 
turn to buyers’ markets and highly competi- 
tive business in many lines; there were doubts 
that exports could hold up at high levels despite 
the Marshall Plan; real purchasing power was 
declining, and in view of lessened corporate 
liquidity, a slowing down of business spending 
was not held impossible. 

_ Additionally, credit conditions began to 
tighten up in line with Government policy to 
counter inflationary trends. All this, it was 
thought, might readily outbalance the existence 
of large backlogs in many durable goods indus- 
tries, the expected benefits of tax reduction 
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and new inflationary pressures arising from third 


round wage increases. 


JUNE 19, 1948 


These early prognostications of well sustained 


otsiness during the first half of the year have come 
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Trend of Industrial Production, and Relative Significance of Major Industry Groups* 
War Time 
1947 1946 ~— High 
48 High High 1943 ‘1941 1939 
January February March April (Oct.) (Oct.) Avge. Avge. Avge. 
Combined Index ners aoecet Gilr Se0 cee | 194 192 186 194 184 239 162 109 
Manufacturers ae: cindhe eh 201 200 ao 200 191 258 168 109 
Durable Manufacturers ......... Pee 226 229 219 224 215 360 201 109 
Iron and Steel. i ee EERE. eS 203 203 207. 204 184 208 186 114 
ND n,m ee 137 140 i \ 150 142 129 134 - 106 
Machinery ......... Re 287 285 285 bet 280 268 443 221 104 
Nonferrous Metals and Products... 194 198 200 ‘ze 179 184 267 191 113 
Transportation Equipment _..ncncmenennnenenne 244 231 242 we 232 237 735 245 103 
Automobiles \) Se. 192 206 fa 198 Sees crete panes 
Nondurable Manufacturers ............. eh 180 177 174 181 172 176 142 109 
Chemicals gale ed ee acs i cnet 252 252 ae 251 240 384 176 112 
eee Se eee 120 126 119 La 126 117 114 123 105 
Manufactured Food Products........... ere, | 144 142 wand 167 158 145 127 108 
Paper one WreGus a es OS 163 169 oie 157 152 139 150 114 
Petroleum and Coal Products. cece 214 214 | ae 177 179 185 135 Ho | 
ROR SS 8) 5) ee ee Sere 223 214 205 cues 164 234 228 163 113 | 
Textiles and Products...................... cele ae 179 WB es 139 169 153 152 112 
OSS 153 147 155 ee 181 179 133 120 106 
‘ae e Reeders ea ee 155 142 140 158 147 132 125 106 
| 2 ale ae a ee ee ee 117 121 |: allie 132 182 126 149 113 
*—As reflected by FRB Industrial Production Indices (1935-39 = 100) 

















true despite numerous cross currents, but not with- 
out the help of the unexpected. And the unexpected 
was rearmament. Thus, the general business pattern 
was somewhat like that of the first half of 1947. In 
both periods, production and retail sales initially 
began to decline, this year because of the coal strike 
and the mid-February break in commodity prices, 
with the latter for a time raising grave doubts as 
to the further course, but both turned around into 
a renewed upward movement as new inflationary 


forces made themselves felt. 

The big question is: Will these be strong enough 
to balance, or outbalance, the deflationary trends in 
the making? Clearly, a tug-of-war appears now in 
progress between inflation and deflation and though 
at the moment, inflationary forces are again gain- 
ing ground, longer run effects cannot yet be deter- 
mined. In spite of the injection of new forces, it is 
difficult to appraise their strength. And it is un- 
reasonable to expect that something will always 








Expenditures for New Plant and Equipment, 
All Private Nonagricultural Businesses 


happen to “bail” the economy out of an in- 
cipient recessionary trend. 

Any attempt at gauging the future must 
necessarily be based on the picture as we see 
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it today. And here is what we see. Latest busi- 
ness news has strengthened the expectation 


in the months ahead. Industrial production has 
made good recovery from the drop caused by 
the coal strike. The European Recovery Pro- 
gram has been adopted with shipments soon to 
get under way. Taxes have been reduced and 
armament spending projected. Funds to the 
tune of $2 to $4 billion will be injected into 
the nation’s income stream through third round 
wage increases. Confirmation of the strong pros- 
pect for most capital goods industries has been 
provided not only by revival of new capital 
goods orders but by a Government survey 
which indicated that corporate expenditures 
this year would reach $18.7 billion compared 
with $16.2 billion in 1947. Building activity got 
off to a vigorous start, pointing to a big year 
ahead. Contract awards for the first four 
months were 30% above last year’s. 

To this may be added the Treasury’s decision 
to maintain present interest rates on one-year 
Treasury certificates, suspending for a time at 
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least the policy of firming up short term rates 
as a means of discouraging credit expansion 
and thereby braking (Please turn to page 314) 
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that activity in most lines will continue high ° 
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4) Realistic Appr4 


By GEORGE W. MATHIS 


 ® relationship of share prices to 
net earnings is a factor in security analyses 
that deserves a clearer understanding than is 
often accorded to it. As one of the most com- 
monly used yardsticks in the study of stock 
valuation, its statistical evidence is rather eas- 
ily distorted as being over-significant, or dis- 
carded as unimportant. Intelligently applied, how- 
ever, a price-earnings ratio has much to commend 
itself when investors are faced with problems in- 
volving selectivity. 

It is sometimes difficult to appreciate that a 
simply determined figure such as the ratio of market 
price to per share earnings is obtained by dividing 
one characteristically volatile item by another 
equally so. In other words, while net earnings neces- 
sarily vary from period to period, uptrends or de- 
clines in share prices are influenced by events still 
in the making or by the current status of stock 
market psychology. What counts most with investors 
is the price to be paid for stock today in relation 
with a company’s earnings of tomorrow. 

However, deeper down than the measure estab- 
lished by price-earning ratios are potential divi- 
dends yields which current share prices may create 
as time unfolds. But in this respect, particularly, 
varying company policies as to distribution of 
earned profits, often influenced by expansion pro- 
grams or growing needs for working capital, tend 
to lessen the significance of price times earnings 
relationships. In a manner seldom expressed but 
doubtless fundamentally felt, investors use this 
gauge in estimating how long a time might elapse 
before earnings in the aggregate could equal their 
initial investment. Viewed from this aspect, of 
course, more meaning attaches to the ratios, al- 
though changing rates of obtainable return upon 
capital in different periods must be given due 
weight. 


Popular Yardsticks 


Over a long period of years, investor philosophy 
seems to have hit upon an interval of from 10 to 
15 years as a satisfactory period during which total 
net earnings should approximate the primary cost 
of stock acquired. But this average varies in accord 
with divergent reputations of different industries 
and their components for stability of earnings and 
dividends. That is to say, investors feeling assured 
of stable dividends or enthused over future pros- 
pects sometimes are willing to pay as much as 20 
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ch to the 


PRICE-EARNINGS 
RATIO GAUGE 


times or more reported earnings. In contrast, where 
skepticism exists, a price-earnings ratio of 10 or 
less might appear more than ample. The main value 
of these ratios, accordingly, is when the analyst dis- 
covers evidence that current market prices look 
too high or too low in comparison with the other 
factors involved; under current conditions there are 
indubitably many such situations which could be 
uncovered. 


Variable Ratios 


It is one thing to consider the price-earnings ratio 
of a stock in the light of present over-all factors, 
but another when attempting to make comparisons 
with ratios in former years. This is because in 
boom times like the present, when net earnings are 
at abnormally high Ievels, share prices always re- 
flect a measure of doubt as to their prolongation. In 
like manner, the reverse attitude always becomes 
expressive during periods of serious depression. 
During the dismal days of 1931, for example, the 
price-earnings ratio of the Dow Jones Industrial 
Averages never fell below 18 even at their lowest 
prices, and at their highest prices for that year, 
the ratio topped 47.4. In contrast, under current 
conditions when net earnings are of record peace- 
time proportions, we find the Dow Jones Industrial 
Averages, while historically high, at a price-earn- 
ings ratio of only 10.1. All of these figures show 
the excessive fluctuations that occur in these ratios 
during different periods, and the corresponding dis- 
cretion necessary in using them as a yardstick. 

Another variable element affecting price-earnings 
ratios is the general degree of dividend liberality 
prevalent during different economic periods. In im- 
mediate prewar years, for instance, it was a com- 
mon practice to distribute from 60% to 75% of 
earnings to stockholders. Since the war, though, 
corporations on an average found it expedient to 
retain more than half of net earnings to build up 
working capital, obtain funds for expansion, or to 
provide for reserves. Despite current encouraging 
earnings, therefore, the prospects of continued or 
more liberal dividend treatment are clouded, with 
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Price-Earnings Ratios of Selected Industry Groups 


| and Companies 





*Price-Earnings Ratios 


in Relation to 

















































































































Low Low Current 
1947 1948 Price 
| Dow Jones industrial Averages... 8.7 8.8 10.1 
Automobile Accessories Group apeenge 6.3 6.5 8.4 
Borg-Warner 4.2 6.2 
Briggs Mfg. 7.2 9.1 
Standard Steel Spring .. . 4 4.9 6.6 
Timken Roller Bearing -. eee ES 9.6 11.7 
Automobile Manufacturers Saw Anliniin 8.7 8.5 10.4 
Chrysler 5.5 6.8 8.3 
Diamond T ‘Motor 3.8 3.5 4.2 
een Wet ~ es 8.1 10.1 
Packard Motor 17.3 15.8 19.2 
Building Group Average... neem 6.8 6.9 8.6 
Celotex 3.0 3.4 49 
Flintkote 3.8 5.0 6.5 
Johns-Manville 11.2 10.8 12.9 
Pe SM on Ie Oe cae 1 | 8.6 10.3 
Chemicals Group sible :429 13.0 15.2 
Air Reduction 12.1 10.8 12.5 
Allied Chemical & Dye... sik St 12.5 14.2 
Columbian Carbon 8.1 7.7 9.3 
Day ence 14.2 19.7 
DuPont ...... 17.5 16.6 18.6 
Monsanto Chemical 13.7 13.9 16.4 
Union Carbide & Carbon... 11.3 15.2 15.8 
Distillers Group Average. cnn 3.4 3.6 4.4 
NN OPINION ce, 3.9 4.6 
Schenley _.. 3.1 3.4 43 
Drugs Grotp Average 12.5 11.5 13.5 
Abbott Laboratories 0: 12.2 11.8 13.9 
Bristol-Myers peeeeees) | | 10.8 13.9 
Parke Davis 15.5 13.1 14.1 
Sterling Drug . Fi cee 10.5 12.3 
Electrical Santen Group eins chee. 6.8 7.2 9.6 
Genel een. OT 9.6 12.7 
Square D 2504S 5.1 7.5 
Westinghouse Electric enn 643 7.0 8.6 
Food Group Average ......... . 10.3 10.2 12.5 
General Foods 10.7 10.7 12.5 
ee eS | aE ERRNO, |) 9.8 12.5 
House Furnishings Group husionie.. 1 Wer eee 4.1 4.8 5.8 
Bigelow-Sanford 4.3 5.8 6.6 
Si 3.9 3.9 5.0 
Machinery—Farm Equip. Group Average. 12.4 13.9 17.3 
Allis-Chalmers 17.9 19.8 24.8 
International Harvester —.. 29MeO 8.0 9.9 
Machinery—General Group Anata. weet aay Ye: 5.7 7.3 
Fairbanks Morse 6.2 5.7 Fi 

Ingersoll Rand ie 6.7 7.4 9.6 | 
Link Belt . 5.4 6.4 77 
Worthington Pump & re RCH 2.8 3.4 4.1 
Milk Products Group Average... -7.8 7.5 9.1 
Borden 8.4 8.3 9.5 
National Dairy Products. —-72.2 6.7 8.7 
Motion Pictures Group Average... 8.8 5.2 6.6 
Loew's __ 8.1 7.0 8.4 
Par t 5.0 4.6 6.3 
Twentieth Century-Fox 20 = 45 4.0 5.0 
Office Machines Group Average... 7.3 7.6 9.8 
Burroughs 9.2 9.2 12.5 
International Business Machines... 11.7 13.4 15.6 
National Cash Register... 4.7 4.8 6.6 
Remungton ane 222 BS 3.2 4.4 
Oll Group Average... 8 6.7 8.8 
LO | RRR Se eee: 7.6 10.5 
Gulf Oil eee 5.5 7.1 
Humble Oil 8.0 9.4 11.9 
Phillips Petroleum 7.5 8.1 10.9 
Skelly Oil ERPS erection > oe 4.3 7.0 
Socony-Vacuum potter er 48 6.4 
Standard Oil of California. .—-6.1 6.6 8.6 
Standard Oil of New Jersey... 6.3 7.0 8.6 
Texas Co. ae 6.6 8.1 





*—Based on 1947 Earnings. 








the result that investors are reluctant to bid share 


prices up to levels that under different circum- . 


stances might have been considered commensurate 
with reported net earnings. 


Recent Trends 


In studying this subject, however, fairly recent 
trends in price-earnings ratios assuredly have their 
value for investors, both as to various industrial 
groups and individual concerns in comparable fields. 
Changes occurring in the ratios along these lines 
reflect either static, diminishing or improved in- 
vestor appraisals of the outlook for any given con- 
cern. For the benefit of our readers who may wish 
to scan a comprehensive list of concerns from the 
angle of their price-earnings ratios, we append a 
tabulation of 60 important enterprises. These 
statistics show price-earnings ratios in relation to 
1947 lows, 1948 lows and current market prices. 

At the top of our list, the current price-earnings 
ratio of 10.1 for the Dow Jones Industrial Averages 













































































Price-Earnings Ratios of Selected Industry Groups 
and Companies (cont.) 
*Price-Earnings Ratios 
in Relation to 

Low Low Current 

1947 1948 Price 

Paper Group Average 6.3 6.0 7.9 
Champion Paper & Fibre 4.3 4.0 5.8 
International Paper 2.6 2.8 4.1 
Kimberly-Clark 5.1 4.4 5.4 
Scott Paper 13.3 13.0 16.5 
Railway Equipment Group Average............... 8.3 8.6 10.8 
American Brake Shoe 8.8 8.6 10.4 
American Car & Foundry een 6.8 7.1 9.1 
American Locomotive ccc 110 11.0 14.7 
Westinghouse Air Brake... 6.5 7.8 9.0 
Retail—General Mdse. Group Average........ 8.5 8.5 10.0 
Grant, W. T. 7.0 7.0 8.8 
Kress, S. H. 8.4 8.4 10.2 
Woolworth, F. W. 10.0 10.0 tl 
Retail—Mail Order & Dept. Group Average 6.2 6.1 8.2 
Allied Stores 4.8 4.0 6.0 
Macy, R. H. 8.1 8.2 10.5 
Montgomery Ward 2 eee 55 5.3 7.2 
Sears Roebuck 6.6 7.0 9.0 
Steel Group Average 4.8 5.4 6.6 
Bethlehem 5.1 6.1 7.4 
Sores oe ononin: ae 3.5 4.2 
Pueuonciccumey oi t nt oF 4 tant? 6.2 6.8 8.2 

U. S. Steel 5.3 5.8 6.9 
Youngstown Sheet & Tube 4.0 49 6.2 
Textile Group Average _...... 3.1 a9 5.5 
American Woolen ........ 1.7 2.4 3.4 
Burlington Mills 2.2 2.6 3.7 
Cannon Mills 2. 3.8 5.2 6.4 
Celanese Corp. 4.5 5.7 9.1 
Industrial Rayon ..... 4.0 4.4 6.2 
Pacific Mills es 2.7 3:2 4.0 

Tire & Rubber vied Average. tina 2 2 He 3.4 4.1 
BL Se taller 3.1 3.2 3.4 
Goodrich ........... 3.0 2.9 3.8 
Goodyear 01 B88 3.6 4.2 
RUD DON A 8 sce ctr? er a 4.1 4.9 
Tobacco Group Average... 11.4 10.9 11.7 
American Tobacco ....... 10.9 9.5 10.3 
General Cigar _ «) 6a At 8.7 
Liggett & Myers 11.4 12.0 12.7 
Reynolds Tobacco Bo eee VND 11.6 12.4 
[RIE fe ee ee Oe eS 13.9 14.3 

*—Based on 1947 Earnings. 
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investors are willing to pay only ten times earnings 
for the high grade stocks in this group, reflects 
doubts as to how long the present boom will last, 
is interesting for several reasons. The evidence that 
although confidence is stronger than at its ebb in 
both 1947 and in 1948 when the ratios registered 
their lows of 8.7 and 8.8 respectively. During the 
1930s the same ratio averaged around 17, indicat- 
ing how rather conservatively investors are now 
appraising prospective earnings and dividends. 

Looked at another way, general opinion appears 
to have discounted a potential drop of about 40% 
in corporate earnings from current levels, that is 
to say, if prewar attitude provides an acceptable 
comparison. But the uptrend in the ratios since the 
establishment of European Relief and Military De- 
fense indicates greater optimism, a trend that 
gradually may become more pronounced. If full 
employment and high level national income con- 
tinue to fortify the economy for another year or 
so, there is room for numerous price-earnings ratios 
to rise further, although others may lag. 


What Our Sample Shows 


The table shows a rather sharp gain in the price- 
earnings ratios of the four automobile accessories 
concerns during the current year: on the average, 
the figure rose from its 1948 low of 6.5 to 8.4, 
although it will be seen that the gains varied con- 
siderably from company to company. As 1947 was 
the most successful year in history for this indus- 
trial group and since it seems to face several more 
years of exceptional prosperity, this reflection of 
higher confidence in well sustained earnings is not 
surprising. At the company level, it will be seen that 
investors are now paying 6.2 time earnings for 
shares of Borg-Warner against a ratio of 3.7 at the 
1947 low. As this concern is one of the best diversi- 
fied and most financially sound in its group, and 
its prospects for the next two or three years appear 
bright, future interim earnings reports of an en- 
couraging character may raise its price-earnings 
ratio still further. When net earnings of Briggs 
Manufacturing Co. rose 72% in 1947 above the 
previous year, its price-earnings ratio responded 
with a moderate rise from a low 3.7 to 4.2 by the 
early spring of 1948. An uptrend in both volume 
and earnings in the first quarter of 1948 encour- 
aged investors to pay 6.2 times earnings for its 
shares, conservative though the ratio still seems. 
An unbroken dividend record since 1922 supported 
the ratio of Timken Roller Bearings at a low of 8.8 
in 1947 and the company’s leading position and good 
prospects have currently induced investors to pay 
11.7 times earnings for its shares. 

Among automobile manufacturers, a wide diverg- 
ence in price-earnings ratios among the concerns 
shown in this group is very evident. This reveals 
pretty clearly that a high ratio is not necessarily a 
badge of distimction for any concern, for in the case 
of Packard, whose shares during the current year 
have been selling at from 15.8 to 19.2 times earn- 
ings, low profits rather than large ones have oc- 
casioned the liberal ratio. In other words, net earn- 
ings of only 26 cents per share were reported for 
1947, but quite aside from earnings, the price of 
the shares refused to go lower than 41% in 1948. 
This combination served to establish an abnormal 
relationship, likely to shrink when earnings of this 
company improve as they probably may do. The 


JUNE 


19, 1948 


company’s earnings prospects, of course, seem to 
have improved, which accounts for the relatively 
high ratio. 


Automobile Company Shares 


A current price-earnings ratio of 10.1 for General 
Motors exactly equals that for the Dow Jones In- 
dustrial Averages, though the shares in recent 
months have advanced somewhat sharper than the 
Averages. The ratio of Chrysler rose significantly, 
too, in the current years, reaching 8.3, but though 
its reported earnings of $7.72 per share in 1947 
exceeded the $6.25 per share shown last year by 
General Motors, the share prices of the two com- 
petitors were recently around the same level. This 
would seem to indicate a presumable slight edge 
held by GM shares as to popularity, although the 
ranks of investment analysts are divided as to the 
respective merits of the two issues. Just why the 
price-earnings ratio of Diamond T. Motor Car 
hovers around 4.2 provides an interesting contrast, 
somewhat of a mystery, for this concern has paid 
dividends regularly since 1925 and current earnings 
are running at a rate more than twice dividends. 
The reason presumably is the return to a buyers’ 
market in most types of heavy trucks, presaging 
keener competition and perhaps some falling off 
in earnings. 

On our table we list nine outstanding concerns in 
the oil industry, all reporting record peacetime 
earnings and with exceptionally strong potentials 
for excellent results during the next few years. So 
seemingly filled with glamour to investors are the 
current impressive earnings of this group, that 
while their average price earnings ratios have risen 
from a low of 5.8 in 1947 to a current level of 8.8, 
the latter rather inadequately reflects the industry’s 
basic potentials. The most spectacular advance in 
share prices recorded by any concern in this group 
of late has been with Skelly Oil, a situation where 
for years past dividends have been niggardly in 
relation to net earnings. A rise in the Skelly Oil 
price-earnings ratio from 3 to 7 within a few 
months closely compares with a rise in its share 
prices from 92 to around 149 percentagewise. The 
ratios for the other concerns in the group have 
advanced more consistently but also more moder- 
ately. They still reflect fairly conservative discount- 
ing of prospective earnings in this industry. 


Chemical Stocks 


As probably might be expected, the traditional 
stability of the chemical industry has given it a 
commanding lead with relatively high price-earnings 
ratios. The average ratio of the concerns on our list 
is 15.2, compared with a low of 12.9 last year. Dow 
Chemical and du Pont, with ratios of 19.7 and 18.6 
respectively, appear to have outpaced their com- 
petitors, though Monsanto Chemical with 16.4 is not 
far behind. Perhaps accounting for a ratio of only 
9.3 in the case of Columbian Carbon has been an 
over-emphasized decline in tire production in which 
carbon production counts heavily. Judging from net 
earnings of $1.22 per share in the March quarter, 
however, Columbian Carbon’s progress is distinctly 
forward, and as this concern enjoys an enviable 
record for earnings and dividend stability for 
twenty-five years past, the ratio should rationally 
be closer in line with (Please turn to page 312) 
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By J. C. CLIFFORD 


tn since the end of the war, numerous 
companies have been undertaking extensive expan- 
sion and modernization programs to raise postwar 
production and improve their competitive positions. 
Such plans, along with the need to finance increas- 
ingly higher priced inventories, have forced many 
an important enterprise into the market for new 
capital, whether through borrowing or the sale of 
stock. And though plowed-back earnings have eased 
the strain in many cases, the need for additional 
funds remains widespread. Provided market condi- 
tions permit, it now seems likely that a substantial 
number of new stock issues may soon be offered to 
investors. 

Of all the greater interest, in view of the pro- 
nounced capital needs of the postwar era, would 
seem to be those concerns which have kept abreast 
of the expansion parade without recourse to new 
outside financing. Their ability to do so is bound to 
have favorable implications in terms of future earn- 
ings and dividend stability. 

If in the face of capital needs, over-conservatism 
and a mere willingness to “rest on the oars” re- 
strained managements from issuing new securities, 
they will still have achieved satisfactory earnings 
during the postwar boom but future growth poten- 
tials undoubtedly may suffer. Of particular signific- 
ance to investors, therefore, are those companies in 
a position to push ahead with new products or to 
improve and expand capacity, but so situated finan- 
cially that no need has yet arisen to incur or add to 
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debt, to create new senior charges 
or to dilute equity values. 


Future Benefits 


Provided a business in such a 
category is firmly entrenched and 
efficiently managed, its  share- 
holders can look forward with con- 
siderable confidence to more nor- 
mal and perhaps much leaner 
periods that may develop later on. 
Should a decline in volume im- 
pinge upon operating margins, the 
absence of interest charges and 
sinking fund requirements, not to 
mention swollen preference divi- 
dends, would enhance the safety 
factors of the common stock. So 
does, and this is often overlooked 
by investors analyzing equities in 
the current era of high earnings, 
freedom from restrictions 
frequently imposed upon 
dividend distributions in 
bond trust deeds, to main- 
tain working capital at fixed 
proportions until the debts 
mature. 

While it is undoubtedly 
true, moreover, that substan- 
tial senior charges, even 
from low rate issues, en- 
hance the leverage factor for 
equities during good times, 
this leverage can be equally pronounced on the 
downside—when earnings decline. In other words, 
far greater prospects of financial stability exist 
when debt problems or preference dividends carry 
little weight; and if dilution of the common stock 
has been avoided, except through split-ups or stock 
dividends, the status of the equities is just that 
much better in the long run. It is upon such situa- 
tions that our discussion largely rests, that by main- 
taining these advantages, there has been no impair- 
ment of a company’s basic or competitive position. 


Some Examples 


In the appended table we have listed 14 concerns 
of sound basic position, all of which appear to qual- 
ify in the special category we have just mentioned; 
one could have included a good many more. The 
mere fact that all of these companies have been 
able to expand without financing is of course only 
one out of many factors to be considered in weigh- 
ing their investment merits. This special element in 
the equation, though, does lend evidence of basic 
financial soundness, always a worthwhile character- 
istic. Our tabulation shows comparable statistics for 
the end of 1945 and as of more recent, date, in order 
to illustrate the main theme of our discussion. Ad- 
ditionally we will brefly comment on some of these 
situations in order to clarify our point. 

Let’s take Allied Chemical & Dye Corporation as 
a start. This affluent and highly successful concern 
during the 1946-47 period spent upwards of $71.5 
million on gross additions to property account, or 
about $14.5 million in excess of net earnings 
amounting to $57 million, without having to lean 
on outside financing. Despite distribution of about 
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$37 million in dividends during the two-year period, 
cash made available from depreciation and conting- 
ency reserves established from current earnings 
proved an offset to the extent of $24 million, leav- 
ing only about $10 million to be siphoned from 
working capital. This hardly made a dent in the 
company’s net current assets position, for at the 
end of 1947, working capital stood at $138.3 mil- 
lion, and the current ratio was 4.4. Since Allied 
Chemical has neither funded debt nor preferred 
stock, and no increase has taken place in the num- 
ber of common shares, it is obvious that the earn- 
ings potentials of the equities have been substan- 
tially enhanced by the company’s sole reliance upon 
accumulated profits and reserves for expansion. 

We cite Amerada Petroleum Corporation as an 
example of postwar growth without financing, not 
so much because of large dollar amounts involved 
as for other reasons. This concern has no debt or 
senior stocks, hence all benefits from earnings ac- 
crue to its one class common stock. As has been 
characteristic of the oil industry, Amerada has been 
plowing back a substantial portion of net earnings 
into its business during the past two years, steps 
that should decidedly benefit its shareholders later 
on. The company spent a total of $34.7 million for 
additional acreage, equipment, development and in- 
tangible drilling expenses during the period men- 
tioned, increasing the number of its productive 
wells alone by 237 for a total of 1981. Aggregate 
profits of more than $50 million made this program 
financially feasible, though stockholders received 
liberal dividend treatment at the same time ($3 per 
share in 1947 on stock split 2-1 in 1946). 


Burroughs Adding Machine Co. 


Although Burroughs Adding Machine Company 
improved its facilities to the extent of about $3 mil- 
lion in 1946-47, further outlays during the current 
year will raise the total substantially. What counts 
in this case is that unit production in 1947 was 
increased 45% over the preceding year and during 
1948 is expected to gain 50% over 1947, mainly 
through sums spent for modernization and addi- 
tions. That this achievement has been possible in 


the absence of either outside financing or bank 
loans promises well for the earnings potentials for 
the company’s common stock, especially as backlog 
orders are of record proportions. Aggregate net 
earnings of about $8.7 million in the first two post- 
war years, after allowances of nearly $1.8 million 
for depreciation, amply covered approximate divi- 
dends of $6.4 million and financed part of the ex- 
pansion program. Burroughs’ long maintained 
record of unbroken dividends on its one class com- 
mon stock since 1905 appears further strengthened 
by its expansion program financed entirely by in- 
ternal resources. 


Bendix Aviation Corp. 


Plant expansion and acquisition of new equipment 
by Bendix Aviation Corporation in 1946-47 totalled 
$14.9 million, but since working capital at the end 
of the company’s fiscal year ended September 30, 
1947 amounted to more than $63 million, compared 
with $12 million at the end of fiscal 1939, the pro- 
gram involved no outside financing at all. This ac- 
complishment seems all the more significant because 
of tremendous problems faced in adjusting opera- 
tions from a wartime basis to peace production. To 
carry a military volume of some $900 million annu- 
ally, the company borrowed $50 million during two 
war years, but had paid off every dollar by 1946, 
although operating losses in that year were substan- 
tial, $12.6 million in fact. Due to enlarged plant 
capacity and greater efficiency in fiscal 1947, con- 
solidated net earnings before reserve adjustments 
rose to $5.24 million or $2.48 per share, and this was 
boosted to around $16 million or $7.58 per share 
by transfer of contingency reserves previously 
established. All said, holders of Bendix Aviation 
stock are now enjoying earnings far above the pre- 
war average, with no senior charges or sinking 
funds to worry about, although the net plant and 
equipment account of their company has risen from 
$11.4 million at the end of fiscal 1945 to $21 million 
in 1947. 

Another important concern that has only a one 
class stock capitalization and no funded debt or 
bank loans is Chrysler (Please turn to page 311) 

































































Selected Companies Which Expanded Without New Financing 
Total Capitalization* Total Assets Net Fixed Assets Working Capital NetPer Div. 

—_——_—_—_—_——— (End of Each Respective Year — 000 omitted) —_———————-._ Share PerShare Recent 

1945 1947 1945 1947 1945 1947 1945 1947 1947 1947 Price = Yield 
Allied Chemical & Dye... $12,008 $12,006 $520,600 $574,818 $47,416 $100,436 $161,480 $138,347 $13.69 $9.00 $193 4.7% 
Amerada Petroleum ........... 13,581 13,581 31,388 52,640 17,225 23,891 9,472 19,056 9.46 3.00 ie 625 
Bendix Aviation .............__ 10,587 10,587 259,677 123,128 11,475 21,019 72,009 63,100 7.58 2.00 37 —s«5..4 
Briggs & Stratton............. 300 300 5,244 7,601 1,183 1,723 2,877 4,190 4.44 2.50 34 7.4 
Burroughs Adding Mach... 25,000 25,000 45,058 58,738 8,219 11,226 24,535 26,121 1.36 75 17 4.4 
NOIRE Scot rec 21,755 21,755 414,288 487,199 71,619 103,609 194,982 213,308 Lai: 2.87q 64 45 
Columbian Carbon ............ 21,849 21,849 37,615 45,193 19,244 24,746 10,922 11,949 3.76 2.00 35 «=57 
Commercial Solvents ........ 2 6,593 6,593 26,669 37,554 3,448 13,848 18,900 15,204 3.44 1.50 27 =—5.6 
Corn Products Refining... 88,250 88,250 119,378 145,621 31,498 42,462 46,921 | 44,794 6.07 3.00 65 4.6 
East Kodak 129,966 129,966 306,658 359,845 83,209 144,109 133,935 120,768 3.46 1.55a0 44 3.5 
Hercules Powder ................_ 26,565 26,565 71,958 80,703 16,959 34,815 34,848 30,257 4.75 2.00 55 3.6 
Industrial Rayon 19,874 1,518 38,715 49,466 17,521 17,032 13,919 19,709 8.86 2.50 54 4. 
National Steel 95,162 95,770 249,873 292,361 132,494 173,469 78,865 73,371 12.03 4.00 98 4.1 
Pittsburgh Plate Glass....... 88,522 89,396 154,425 206,670 57,000 80,440 61,798 57,278 3.11 1.70 39 = 4.4 

*—As stated in Balance Sheet. a—Adjusted. 
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By E. K. T. 


CONCERN is growing in the State Department and 
among the foreign affairs experts at the Capitol 
that friendly relations between this country and 
Great Britain will be seriously strained if a current 





WASHINGTON SEES: 


The campaign platforms of both major poiltical 
parties already have been written — in broad 
strokes which the delegates will not take the trouble 
to bring out in bolder outline. 


The quadrennial “all things to all men” docu- 
ments are products of the convention, on the record. 
Actually, their draftsmen are the Presidential as- 
pirants whose pre-convention speeches create the 
issues on which the election is won or lost. 


Prime point of debate this year will be the record 
made by congress. While that's always true, the 
issue sahes on major standing when the White 
House and Capitol Hill are not jointly held by the 
same party. That was the situation in 1932 when 
Herbert Hoover sought re-election and, of course, 
it exists today. 


* 

Civil rights is a platform plank both conventions 
would like to duck, but neither dares. It will be a . 
phrase-makers contest to see which pot can water 
it down most, best fashion it into pious declaration. 

The GOP is ready to woo labor with the conten- 
tion the Taft-Hartley law liberated the rank and 
file. The democrats are shying away from the “slave 
labor” tag they originally pinned on it, will not 
declare for repeal but will advocate unspecified 
amendments. The republicans will beat their rivals 
to that suggestion by a matter of weeks. 


The usual domestic issues will naturally come in 
for mention, but foreign affairs could become of 
much greater importance; on the other hand some 
republican hopefuls have followed the Administra- 
tion program so closely that selection of one of 
them would make this issue a standoff, 
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trend continues. In congressional debate Britain has 
been lashed time and again over the Palestine situa- 
tion. Sentiment is growing to demand that the UK 
should be required to supply Malayan tin ore in 
return for Marshall Plan aid. Discovery that ECA 
will spend money to promote circulation of books 
and newspapers in England brought cynical com- 


_ments from men high up in government. Hardly an 


issue of the Congressional Record is free of un- 
flattering digs at Britain. 

DECISION of the joint committee of congress watch- 
ing over the operations of the Taft-Hartley Law 
not to propose any amendments this year came as 
a disappointment to its administrators and to labor 
lawyers who had hoped for procedural changes, re- 
gardless of whether the substance of the statute 
were altered. Secret ballot elections are required to 
permit a union to negotiate for a compulsory mem- 
bership clause in contracts. These elections are time- 
consuming and make up 80 per cent of applications 
before NLRB, whose members agree with the 
lawyers that referenda aren’t necessary. Reference 
of some disputes to District Courts had been hoped 
for, didn’t materialize. 

REQUEST by the rail unions that their transport sys- 
tem be nationalized is a frank suggestion by them 
that they can do business to their own greater ad- 
vantage by negotiating wage contracts with the 


‘government. Lack of ‘any semblance of a labor- 


management policy in the railroads is causing many 
members of congress who prefer to keep govern- 
ment out of business, to give the proposition serious 
consideration. The roads now are told by Washing- 
ton how to finance, what rates they may charge. 
Private enterprise has management, only, left. And 
with that removed by periodic threat of strike, 
nationalization is more a fact than an objective, 
congressmen remind. 

IMPROVEMENT is ahead in the building materials 
situation. There’s agreement on that point between 
the Producers’ Council, trade group of the materials 
men, and the Federal Works Agency. The only tight 
condition expected to prevail is in millwork items 
made from iron and steel. Rosy outlook for the indus- 
tries affected and for prospective home owners could 
be dimmed by labor difficulties. 


THE MAGAZINE OF WALL STREET 


t 
y 








JU 








‘le 


has 
pua- 
UK 
» in 
ICA 
Oks 
om- 
an 


tch- 
4aw 
> as 
bor 

re- 
tute 
1 to 
em- 
me- 
ions 
the 
nce 
ped 


Sys- 
1em 

ad- 

the 
0r- 
any 
2yN- 
ious 
ing- 
rge. 
And 
ike, 
ive, 


jals 
een 
jials 
ght 
ems 
jus- 
yuld 


EET 











Stassen headquarters is gloating over reports 
AA WW) which have reached the Capital concerning the reception 
e Gov. Thomas E. Dewey received on his recent visit to New 
Jersey. Dewey had joined Senator Robert A. Taft in 
attempting to write down the importance of Stassen's sweep 
Ti of the primaries in Wisconsin and Nebraska. "Harold was 
CG. CG operating in his own backyard," they said of the Minnesotan. 


Now, Dewey is being told that New Jersey is his neighbor 
and he’s being reminded it takes more than proximity to 


Press wheedle delegate votes. 


Whether justified or not, the impression exists 
in the rival political camps here that Dewey didn’t make the 
grade in New Jersey. The orthodox method of testing can't 
be brought into play, since there was no primary involved 
at the time and, anyway, the delegation is pledged to Gov. Alfred E. Driscoll as a 
"favorite son." But reports seeping back to the banks of the Potomac say the assurances 
























































possibly -- maybe probably -- Dewey. 





The more seasoned political observers in press as well as the less articulate 
but more powerful personages in the politico ranks, believe Stassen has no chance 
for the Presidential nomination. Thought that he might win second place is lessening. 
Which brings Driscoll up again. Assuming, as a great many do, that Vandenburg will 
be nominated, Driscoll fits in geographically at least. A national magazine seeking 
answers to the multi-dollared question via newspapermen's opinion, soon will show him 
appearing for the first time among those seriously regarded as a second-place contender. 



































The General Motors-CIO Automobile Workers Union pay agreement reflecting 
the rise and fall of cost-of-living is expected to lower consumer resistance to some 
price increases, especially if, as now seems certain, it gains wide adoption. The 
plan flattens, or thins, the workers pay envelope to follow the course of prices -- 
in effect the employer picks up the check for the higher costs. 























Food, naturally, is the principal item. It probably would be so in an across- 
the-board study of family expenditures covering all strata of economic life in the 
United States. But there are many other major items. Rent is included, so are fuel, 
clothing, household furnishings, transportation and medical services. Single items 
total 200. 

















The GM-AUW contract signing attracted nationwide attention because it was 
the largest. It covered 225,000 employees. But it was by no means the first. The pay 
plan which follows the cost spirals has been used in whole or in part in computing 
the wages of eight million employees. The Bureau of Labor Statistics in the U. S. 
Department of Labor makes the studies through agents who report regularly from all 
sections of the country, all types of communities. It has been brought up to a 
scientific level on the basis of findings over a period of 25 years. It began in 1913. 























Washington is teeming with reports of political "deals" with the manipulators 
working feverishly to get their bargains signed, sealed and delivered (figuratively, 
of course, because such matters are never reduced to writing), before the republican 
convention meets in Philadelphia. In the transactions are the Presidential aspirants 
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or their spokesmen on the one side, and on the other are the holders of "favorite son" 
delegations or block of votes which are unpledged or without formal instructions. 











Several of the largest delegations are pledged to favorite sons who know they 
have no chance of winning. But they are ina position to throw unit strength to the 
candidate who tacitly or otherwise holds out the best of hope for Cabinet posts, other 
major appointments, tax, tariff, or public works projects of local or regional interest. 
Included are: Massachusetts, for Saltonstall; Pennsylvania, for Senator Martin; New 
Jersey, for Driscoll; Indiana, for Halleck. And not far behind from the viewpoint 
of having scant chance are: California, for Warren; Illinois, for Green. 


























William Z. Foster, nominal head of the communist party in the United States 
may have talked himself into prosecution for failure to register as the agent ofa 
foreign principal. The Department of Justice is being importuned to proceed against 
Foster, whether or not the Mundt-Nixon Bill becomes law. Foster came to the Capital 
to testify before a committee considering the measure, challengingly declared he 
wouldn't register either way. 





























The communist line, which neither congressional committees nor anyone else 
seems able to crack, either consists of a denial of membership in the party or an 
insistence that the commies do not plot to overthrow this government. But Foster gave 
the senate committee important clews: his party would not register, its members would 
not war against the Soviet under any circumstance, Russia would be brought into armed 
conflict, only to defend itself from "an imperialist war at the instigation of Wall 
Street." 






































Official personnel matters continue to occupy the minds of congressmen in 
spite of the breath-taking speed at which they are racing toward adjournment. Unable 
to force off the payroll Reclamation Commissioner Michael W. Strauss in any other way, 
the House has acted to remove him by specifying qualifications for his job which he 
does not possess -- 10 years of engineering experience, whereas Strauss was a news- 
paper reporter until he went into government service. 





























It was not the first attempt by the lawmakers to use their budget-making 
prerogative to clip unwanted individuals from the payroll. And while current attention 
seems to identify it as a republican activity, the drive against Strauss was led by a 
democrat, Senator Sheridan Downey of California. And in 1943 it was a democrat- 
controlled congress that wrote into an appropriation bill that none of the funds 
could be used to pay three named individuals. The Supreme Court outlawed that; said 
it was a bill of attainder. The present congress gts around the point by not naming 
names, merely setting up experience specifications. 





























Hundreds of postmaster nominees will see congress adjourn without taking 
action on their appointments. Presumably most of them, being President Truman's 
nominees on recommendation of democratic postmasters general, are democrats. At 
least that's the complaint made by Senator William Langer, republican chairman of 
the Civil Service Committee who has the power to bring out the nominations or shelve 
them. He's decided on the latter course. 





























Lifting of curbs on shipment of industrial equipment to Finland brings into 
play one of the less-noticed provisions of ERP. The immediate inference is that it is 
a token of friendship to the Finns, designed to stiffen their resistance to Red 
incursions. That, of course, is one objective. But there's also another: success of 
the Marshall plan will be measured in part by the speed with which participating 
countries build up their potential for intra-European trade -- the East-West Trade. 
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By V. L. HOROTH 


we hat postwar phenomenon, dollar scarcity, 
has claimed still another victim, proud and prosper- 
ous Argentina. The crisis came to a head on May 
14 when the Argentine Central Bank suspended all 
dollar payments for merchandise imports from the 
United States. A few days later, payments for 
service transactions, such as travel, insurance pre- 
miums, shipping and royalties, were stopped or 
restricted. 

It is estimated that at least $200 million worth of 
pesos, representing payments for merchandise, 
services, and profit remittances, is waiting in 
Buenos Aires to be transferred into dollars. Those 
who have pesos representing dividend remittances 
and payments for unessential imports may have to 
hold them for some time. Others will have to wait 
until the Argentine Central Bank sets up the neces- 
sary control machinery and begins to pass upon 
who is to get dollars first. Similar regulations affect 
a number of other currencies which are scarce or 
“hard” insofar as Argentina is concerned: Swiss 
francs, Portuguese escudos, Swedish kroner, Uru- 
guayan pesos, and even Brazilian cruzeiros. 

Meanwhile there have been other manifestations 
of the dollar scarcity. In the so-called black market 
maintained by private exchange houses in Buenos 
Aires, the dollar has soared to 5.9 pesos (17 cents 
per peso) from about 5 pesos (20 cents) earlier this 
year. It is expected that the dollar may go up in the 
black market as high as 6.5 pesos (less than 15 
cents), if the present dollar shortage continues. 
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Meanwhile, the free market rate for the dollar, 
which is used for financing bona fide service trans- 
actions, has gone down from 4.1 pesos to 4.0 pesos 
(20 cents). Certain preferential transactions (es- 
sential imports) are still being financed at the rate 
of 3.73 pesos per dollar. Unessential but needed ex- 
ports are paid for in “basic” pesos quoted at 4.23 
per dollar, and payments for luxuries are made 
with the “auction market” pesos quoted at 4.94 
per dollar. 


Crisis Was Expected 


The dollar crisis has not been unexpected. It has 
been long in coming. Argentina’s wartime accumu- 
lated gold and dollar reserves began to decline in 
the Summer of 1946, when, as will be seen from the 
first of the accompanying tables, they exceeded 3.8 
billion pesos, or nearly $1.3 billion. At first, little 
attention was paid to the decline. It was to be ex- 
pected. Like other Latin American countries, Argen- 
tina went in for heavy imports, particularly from 
the United States which had the goods she wanted. 
However, her gold and dollar reserves continued to 
decline steadily throughout 1947, despite the fact 
that the country had a small favorable balance of 
trade, and by the end of September, 1947 they were 
down to about $460 million, or the pre-war level. 
On April 30, 1948, the Argentine Central Bank had 
left only about $240 million of gold and dollars, the 
smallest amount since pre-world.War I days. 
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This amount, however, is not inclusive of all gold 
ind dollars that Argentina has left. Undoubtedly the 
Stabilization Fund holds home gold and dollars and 
Argentine banks, corporations, and individuals may 
have an additional $150 to $200 million in New 
York. But these dolars represent working balances 
or refugee capital and are not likely to be used in 
plugging the gap in Argentina’s balance of inter- 
national payments with the United States. 

Also, Argentina holds the equivalent of over $600 
million in foreign currencies other than dollars. The 
bulk consists of pounds sterling with gold guarantee 
(its value in terms of gold is guaranteed in case 
of sterling devaluation), which is used as a reserve 
against Argentine note circulation, and other incon- 
vertible currencies. Hence the Argentine peso, once 
considered “hard” currency, is now-backed practi- 
cally entirely by inconvertible European: currencies. 

Before discussing Argentina’s chances of over- 
coming the dollar scarcity crisis, and the role the 
Marshall Plan is likely to play in it, it may be 
worth while to examine how it happened that Ar- 









































TABLE | 
Central Bank of Argentina 
Holdings of Gold and Exchange 
‘in millions of pesos) 
Total 
Gold —Foreign Exchange—- Gold 
In Ar- With Gold Incon- & For. 
gentina Abroad Total Guar. vertible Total Exch. 
1946 
Sept. 1,286 2,561 3,847 2,052 258 2,310 6,157 
Dec. 1,711 1,885 3.596 2,091 120 «2,111 5,807 
1947 
March 2,203 736 2,939 2,103 149 - 2,252 5,191 
June 1,893 153 2,046 ~=-1,895 309 2,204 4,250 
Sept. 1,125 284 1,409 1,991 420 2,411 3,820 
Dec. 675 355 1,030 2,025 594 2,619 3,649 
1948 
Jan. 660 339 999 = 2,071 648 2,673 3,672 
Feb. 660 278 938 2,572 279° 2599 «35787 
March 660 172 832 2,056 265 2,250 3,082 
April 569 148 717 — 2,051 270 =2,203 +=2,920 
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gentina “squandered” over $1.0 billion of gold and 
dollars in little more than a year and a half. In 
1947 Argentina took some $580 million of American 
goods and was probably our second or third best 
“cash” customer—the goods were not given away 
to her or sald on credit as to most of our European 
customers. Can these purchases be kept up? How 
many dollars is Argentina likely to earn annually 
in the future? 

The number one factor that has contributed to 
the quick dissipation of Argentine gold and dollar 
resources has been over-importing. Literally, Argen- 
tina has been importing like mad. At first there 
were hardly any restrictions on imports; the coun- 
try was confident of its financial position, and as 
late as April 1947, President Peron remarked to a 
visiting delegation of farmers: “We have the Cen- 
tral Bank full of gold and we do not know where 
to put it any more. The passages are full of piles 
of gold.” 

But when it was realized that the reserves would 
not last forever, it was too late. In anticipation of 
restrictions, Argentine importers ordered such vast 
quantities of goods that even when the restrictions 
were imposed in June 1947, so many permits had 
been secured ahead that merchandise continued to 
pour in at an increased rather than a reduced rate. 
In fact, imports established an all time record in 
December 1947 when, at 765 million pesos, they 
were in value about six times and in volume nearly 
twice the pre-war (1947-39) average. 

Another reason for the failure of the imposition 
of import restrictions to slow down imports from 
the United States, and the drain on dollars, is that 
there has been heavy importing for Government 
account, of military equipment, of machinery and 
other industrial products destined for the carrying 
out of the Five-Year Industrialization Plan. In 
December 1947, for example, the imports for Gov- 
ernment account were valued at over 300 million 
pesos. How essential or beneficial these Government 
imports are for the Argentine economy is question- 
able. Some hold that the Five-Year Plan is unsound 
and over-extended. In some respects, the Plan has 
already bogged down, and will do so even more if 
the dollar scarcity continues. The capital goods im- 
ports necessary to keep the Plan going were esti- 
mated at about 2.5 billion pesos or $600 million 
annually. 

The number two factor contributing to the heavy 
deficit in Argentina’s transactions with the United 
States has been heavy capital movements. In the 
first place, during the past two years, as will be seen 
from the balance of payments table based on a 
study of two Argentine economists, Arrarte and 
Scheps, the country used about $140 million for the 
repurchase of the United Telephone Co. of the River 
Plate from the International Telephone and Tele- 
graph Company, and for the repatriation of dollar 
bonds of the Federal Government and of the Prov- 
ince of Buenos Aires. 


Capital Transfers 


The transfer overseas of Argentine and foreign 
capital from Argentina has constituted still another 
import drain on the country’s gold and dollar re- 
sources. According to the London Economist, Argen- 
tina lost around $1 billion of capital during the past 
two years; the Arrarte-Scheps study (reprinted in 
the Review of the River Plate, April 9 and April 16) 
indicates that capital transfers to the United States, 
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other than for the repurchases and repatriation 
mentioned above, exceeded 1.6 billion pesos or about 
$400 million. 

Some of this migrating capital undoubtedly was 
European capital that had found haven in Argentina 
prior to the war. But also some Argentine capital 
has been transferred abroad in anticipation of the 
peso devaluation deemed inevitable by some people 
once the prices of commodities exported by Argen- 
tina turn downward. The heavy budget deficits of 
the Peron Government (the public debt has nearly 
doubled in the past six years) have been feeding 
inflationary forces, and a shakedown in Argentina’s 
financial structure is considered inevitable. 


Flight of Capital 


Some American capital also has probably left the 
country in view of the Peron regime’s policy toward 
foreign investments and foreign companies operat- 
ing in the country, despite certain modifications en- 
acted last July. Even now the Government requires 
that Argentine capital participate in all investments 
over six years old. Returns on foreign investments 
in Argentina that can be remitted abroad are re- 
stricted to 5 to 12 per cent annually, depending upon 
the length of the investment period. Earnings ex- 
ceeding this percentage are considered to be Argen- 
tine capital, and must remain with the country, 
under the control of the Central Bank. The permit 
to transfer such “Argentine” capital is to be given 
only if it is in the interests of the country’s 
economy. 

But this is not all. A new law now before the 
Argentine Congress would permit the Government 
to seize any property in case of national emergency. 
Under another law, private enterprises may be 
denied rights to operate and forced to liquidate. 
Under these conditions, new American capital hesi- 
tates to enter the country. Meanwhile, some of the 
American corporations already operating in Argen- 
tina, such as Ford, General Motors, 
and International Harvester, have 
discontinued their operations because 
of inability to secure component 
parts under Government control of 
imports. 

Argentina’s customers.running out 
of dollars has been a third major 
factor contributing to the country’s 
dollar crisis. In this respect, Argen- 
tina’s situation resembles that of 
Canada: the currencies earned in the 
favorable trade with countries other 
than the United States cannot be 
converted into dollars—or, at best, 
only a small portion. Moreover, Ar- 
gentina, like Canada has been ship- 
ping goods on credit. Only recently 
another big credit was granted to 
Spain, bringing the total of Argen- 
tina’s credits granted since -the end 
of the war to over 3 billion pesos. 

According to Senor Miguel Miran- 
do, President of the Economic Coun- 
cil, Argentina is expected to receive 
this year the equivalent of more than 
$100 million in various convertible 
currencies (largely Swiss francs) 
from Belgium, Italy, and France. 
This is considerably less than she 
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Argentine Balance of Payments with the 
United States 
(In millions of dollars) 


1940 1945 1946 1947 
Argentine Payments to the United States 


For merchandise imports from U.S... III 34 139 607 
Service on Argentine dollar bonds... 24 17 15 | 
Dividends of U. S. corporations 33 28 54 54 
Repatriation of U. S. capital 8la 59b 
Other transfers (incl. transfer of 
Argentine private capital). 4 26 95 314 
Total . 172 105 384 1,035 
Argentine Receipts from the United States 
For merchandise exports to U. S. 65 139 148 150 | 
For freights and port dues... 37 45 45 | 
U. S. capital inflow 20 
Total 85 176 193 195 
Balance: 
In favor of Argentine 71 
In favor of U. S. 87 191 840 


a—Represents the purchase of the Union Telephone Co. 
b—Represents the repatriation of public dollar indebtedness. 
According to a study of J. Prados-Arrarte and A. Scheps: 
“La Argentina y el Plan Marshall.” 




















received last year when some of the dollars with- 
drawn from credits and balances in this country by 
Great Britain and other European countries found 
their way to Argentina. 

What is the status of Argentina’s balance of pay- 
ments with the United States this year? How many 
dollars is she expected to earn and how many will 
she need. 

On the basis of the figures for our first quarter 
imports from Argentina, which are rather inflated 
because of heavy wool (Please turn to page 309) 





Pee, 
Photo by Ewing Galloway 


The active postwar trade between the U. S$. and Argentina has dwindled to a trickle 
pending solution of Argentina’s exchange problems, on which will depend resump- 
tion of U. S. exports badly needed for Argentina’s industrialization program. 
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Visit securities enjoyed a wonderful bull 
market during 1943-6. They had been depressed in 
1942 to the extreme bear market levels of a decade 
earlier. This was due not so much to unfavorable 
general market conditions as to widespread fear 
that SEC would force “bankruptcy” sales of holding 
companies’ portfolios through enforcement of the 
famous “death sentences”—just as the ICC wiped 
out hundreds of millions of dollars worth of rail 
equities through drastic reorganization plans. 

The forced sale of holding company portfolios 
over a short period of time would of course have 
forced utility prices still lower. However, these fears 
proved unfounded and utility prices advanced sharp- 
ly. Investment type stocks tripled or quadrupled in 
value, while speculative junior holding company 
issues advanced to many times their 1942 lows. 
Fortunes were again made in these issues as they 
were in the 1920s. 

In 1946, high-grade operating company stocks 
sold as high as 18 or 19 times earnings. The market 
celebrated the increase in earnings anticipated from 
the elimination of excess profits taxes, which had 
proved a heavy burden to the utilities. However, 
once this was discounted, the utilities had “no place 
to go”. The’ public soon began to worry about the 
effects of inflation on utility earnings, and some of 
the intriguing expectations of big profits on junior 
holding company securities proved disappointing 
because of protracted litigation and the tortuous 
progress of integration plans before the SEC. With 
general market conditions no longer propitious, 
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utility stocks dropped back to lower levels. During 
1947, while earnings of the electric utilities held up 
quite well (ending the year slightly above 1946), 
utility stocks continued “in the doldrums” with 
price-earnings ratios ranging around 7 to 10 for 
—" issues and 11 to 14 for better grade 
stocks. 


How Utilities Fared 
In the new bull market of 1948 the utilities have 


shared only moderately, as indicated by the year’s 
range for the Dow Jones averages: 


1948 Closing 

Low 6/3 
Industrials .......... 165.39 191.05 
ti ak al 48.13 60.36 
BIRRTEIEOS cc ccccsccerscees 31.65 35.47 


Earlier this year there were renewed fears that 
net earnings would decline under the pressure of 
steadily rising fuel and labor costs. However, while 
there have been some cross currents, the average 
earnings of the electric utilities have held up quite 
well. Net income for the first quarter was off only 
about 2% from last year and this appeared largely 
due to weather conditions, including the effects of 
the extraordinarily s¢vere winter in the East. 

Thus far the utilities have been generally able to 
balance rising revenues against sharply higher fuel 
costs and more moderate gains in wages and miscel- 
laneous costs. Fixed charges have not as yet shown 
any increase as a result of the big construction 
program involving the huge expenditure of $6 bil- 
lion or more during 1947-51. There are several 
reasons for this lag. The installation of new gen- 
erators and other facilities did not get under way 
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on a big scale until about a year ago, and much of 
the initial financing was done through the medium 
of short-term bank loans at very low rates of in- 
terest. While the program of permanent financing 
got under way in the fall, the issuance of new 
money securities was largely balanced by interest 
savings obtained from the refunding program which 
continued during most of 1947. Moreover, there was 
a sharp decline in 1947 in amortization and other 
special items which appear under the heading “de- 
ductions from income”. Hence fixed charges as a 
whole have shown little change thus far, though 
the constant emission of new bond issues will sooner 
or later result in higher costs. However, for the 
present this item remains relatively unimportant as 
compared with the drastic effects of high fuel costs. 


Other Industry Sections 


The above discussion applies only to the electric 
utility group. Other sections of the industry have 
shown diverse trends. The telephone companies with 
their huge labor bills have had to obtain many rate 
increases in order to maintain earnings at a level 
which would permit dividend payments to be main- 
tained, and securities to be sold for their huge 
expansion program. Transit companies, with gross 
revenues no longer rising, have also had to increase 
their fares sharply in order to grant employees 
necessary wage increases. And the manufactured 


. gas companies (except in the relatively few cases 





where rates are protected by fuel clauses) have 
suddenly found themselves in the red and have had 


to request substantial rate increases. Brooklyn 
Union Gas is an outstanding example; a “rump” 
stockholders’ meeting asked officials to take a 50% 
salary cut until dividends were restored. On the 
other hand the natural gas companies (discussed 
more fully in a separate article in this issue) with 
an insatiable demand for their product and small 
labor cost, have continued to enjoy increased gross 
and net earnings. 

True, the experience of the electric utilities has 
not been without variation but the average showing 
has been good. Last winter’s heavy storms in the 
East (particularly in New Jersey) affected the earn- 
ings of Public Service of New Jersey and in lesser 
degree those of General Public Utilities. And region- 
al droughts cut into earnings of New England com- 
panies and Niagara Hudson Power, also of most of 
the California companies, where electricity (for a 
short time) was rationed. 

On the other hand, southern companies which 
can use natural gas as fuel (such as Southwestern 
Public Service) have been doubly benefitted by their 
location. They are not only reflecting in gross rev- 
enues the rapid growth typical of the oil and gas 
regions, but have enjoyed steadily rising net earn- 
ings because fuel costs are steady. And among the 
coal-burning utilities, a few have discovered the 
trick of carrying the increase in gross down to net. 
Thus American Gas & Electric, which mines its 
























































































































































Pertinent Statistical Data of Utility Operating Companies 
Recent Price- 
Price Approx. Range Dividend Approx. Earnings Per Share————_ Earnings 
About 1946-48 Rate Yield 1946 1947 Recentt Ratio 
© Atlantic Cy Clechic. SNS *20!/2-15 $1.20 6.7% $1.50 $1.40 $1.40 12.9 
B_ Boston Edison 42 55 -36%4 2.40 57 2.53 2.78 2.75 15.3 
S Carolina Power & Light 30 3934-27 2.00 6.7 3.28 2.91 3.08 9.7 
S Centra! Hudson Gas & Electric. 7% 1374- 75% 52 6.8 59 55 48 15.9 
O Central Illinois Public Service. 13 #1278-115 1.00 7.7 1.30 1.68 1.74 7.5 
S Cincinnati Gas & Electricn ccc aF 30!/4-21% 1.40 5.2 1.63 1.99 1.96 13.8 
S Cleveland Electric Illuminating............ 40 50 -34!/, 2.20 5.5 2.55 2.80 2.80 14.3 
S Columbus & S. O. Electric... $4 50!/4-35!/2 2.80 6.4 4.34 4.44 4.36 10.1 
S Commonwealth Edison 28 36!/2-25!/, 1.40 5.0 1.91 1.97 1.94 14.4 
S Consolidated Edison of New York... 24 36-21 1.60 6.7 2.20 1.90 2.20 10.9 
C Consolidated Gas of Baltimore. 65 91 -63!/4 3.60 5.5 5.46 4.92 4.69 13.9 
S Dayton Power & Light ncccccnncmeen- ie 30 36!/2-24 1.80 6.0 2.58 2.69 2.62 11.5 
D Detroit Edison 22 28 -20 1.20 5.5 1.67 1.59 1.51 14.6 
S Florida Power SEs 15 203-13 1.00 6.7 1.59 1.63 1.69 8.9 
TE ee ee 44 48 -37!/ 2.00 4.6 2.74 3.32 3.39 13.0 
S_ Illinois Power : aa 30 39!/2-20 2.00 6.7 4.83 3.67 3.77 8.0 
S Indianapolis Power '& Light. oc cnneennen 24 36 -20% 1.50 6.3 3.23 2.76 2.69 8.9 
CO ee ee a ee 34 38 -27 2.00 5.9 2.92 3.15 3.15 10.8 
S Pacific Gas & Electric. ered Eee: 475,-30!/2 2.00 5.6 2.72 2.45 2.40 15.0 
S Pennsylvania Power & Light..... ees 19 27\/2-18 1.20 6.3 2.01 2.05 2.04 9.3 
S Piilogetpnia blectic 22 nc 23 30%4-211/, 1.20 5.2 1.72 1.71 1.66 13.9 
S Potomac Electric Power ccccccccccscessscsssseeeuee 14 *17'/g-12! 90 6.4 0.98 99 95 14.7 
O Public Service of Indiana ee = 43 463, -34 Stock 7.4 4.12 4.86 4.9% 8.7 
S Public Service of Colorado......... Gear 39 41 -30!/, 2.20 5.6 4.68 4.53 4.53 8.6 
OQ Puget Sound Power & Light... | 1614-10! .80 7.3 1.88 2.03 2.01 5.5 
O San Diego Gas & Electric... Gas 14 1934-1354 80 5.7 92 81 1.06 13.2 
O Southwestern Public Service... 27 27'/-17'/2 1.80 6.7 1.81 2.31 2.51 10.8 
| S Virginia Electric PoWer cnn 1B *181/g-14 1.20 6.7 1.71 1.81 1.65 10.9 
S Wikconsinibiecinioe Mawer 2 ES 23-15 1.00 5.6 1.87 1.73 1.73 10.4 
B—Boston Exchange. *—.1947-48 price range. Stocks were not outstanding in 1946. 
C—Curb Exchange. #—1948 price range. 
O—Over Counter or Out-of-Town Exchange. **_Ex distribution of Central & South West Corp. 
S—New York Stock Exchange. t—For latest reported twelve-months period. 
D—Detroit Exchange. 
= 
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resulting high fuel costs. But the util- 
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ities have now decided that they must 
not only take care of the rapidly in- 
creasing demand for electricity, but also 
to restore the pre-war margin of oper- 
ating capacity. To this end, they devel- 
oped an original expansion program in- 
volving outlays of some $6 billion in the 
four years 1947-51—about half their 
depreciated 1946 investment. But al- 
ready some of the big utilities are rais- 
ing their sights, and some estimates 
now go as high as $8-$10 billions. 


Individual Construction Programs 


Commonwealth Edison now has a 
$185 million program instead of the 
$100 million announced only a few 
months ago. Consolidated Edison has 
increased its construction program to 
$280 million. Union Electric of Missouri 
is even planning a $386,000,000 long- 
term program. These revisions are due 
in part to higher costs and also to in- 


‘46 | '47 








own coal by efficient strip operations, has continued 
to report mounting share earnings—$4.25 in the 
twelve months ended March 31 vs. $3.88 in the 
September 30th period. 

The electric utilities, proud of their long record 
of decreasing residential rates, have hesitated to 
ask for rate increases. However, many rate struc- 
tures (particularly industrial rates), contain fuel 
clauses and these rates have advanced automatic- 
ally. Unfortunately, very few (Consolidated Edison 
is an exception) enjoy fuel clauses in their resi- 
dential rates. Manufactured gas companies for some 
reason have been slow to obtain fuel clauses despite 
their great need for this protection. But a number 
of companies are now seeking these indirect rate 
increases and it is probable that the state commis- 
sions will prove favorably inclined to this “painless” 
method of raising rates. Detroit Edison is changing 
its system of discounts on bills. But only three or 
four companies have applied for actual rate in- 
creases thus far—California Electric Power, 
Potomac Electric Power, Georgia Power Company 
and possibly a few others. 


Average Rates Have Increased 


Despite the continued decline in U. S. residential 
rates, average rates for all electric business have 
increased slightly. In February total revenues were 
12.8% over last year compared with a gain of 11.2% 
in KWH sales (although for residential service 
alone, revenues gained 11.3% vs. an increase of 
16.2% in KWH sales). 

The utility industry as a whole is now engaged in 
a tremendous expansion program. The electric util- 
ities began making their plans in 1946 after they 
had realized that they could no longer carry the 
abnormal loads of the war-time and post-war period 
with safety. Before the war they had traditionally 
maintained ample reserve capacity over peak load 
requirements (about 25%). Obsolete generators 
were kept ready for emergency use on winter days 
when demands for electricity were at their heaviest. 
In recent years much of this ancient and obsolete 
equipment has been pressed into regular use, with 
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creased estimates of generating capacity 
needed to take care of ever-growing demand. Pros- 
pects of continued high level business, our broader 
postwar economy together with the long term 
growth of population and economic potentials gen- 


erally—all these have been important considerations | 


in prompting the stepping up of postwar expansion 
programs. Thus it has been estimated that the use 
of electricity in this country will climb 72% during 
the next decade to an annual consumption rate of 
some 374 billion kilowatt hours. It stands to reason 
that to meet such a rise in demand, generating 
facilities will have to be greatly enlarged, possibly 
by as much as 80% over present installed capacity. 
It would mean, also, the carrying out within rela- 
tively few years of an expansion program that 
would match several decades of past growth and 
development in the industry. 


Financing Aspects 


Last year many holders of utility stocks as well 
as potential investors were concerned over possible 
huge sales of common stock by the utility indus- 
try including continuing sales by holding companies 
in process of liquidation as well as new emissions 
by operating companies to finance their construc- 
tion programs. These fears proved exaggerated. 
Holding company sales have slowed down and the 
SEC has been lenient in pressing dissolution pro- 
grams. Also, the amount of stock financing to raise 
construction funds has proved smaller than ex- 
pected for several reasons: (1) Most utilities could 
easily establish a line of bank credit, permitting 
postponement of permanent financing until market 
conditions were more favorable. (2) A good deal of 
“equity” money (representing the interest of the 
common stock) existed in the form of retained earn- 
ings, special amortization funds and possibly excess 
depreciation funds. Thus it appears unlikely that 
the utilities will have to raise more than 10% of 
their $6 billion program through sale of common 
stock. In the case of holding companies, the top con- 
cern itself furnishes all necessary equity funds out 
of its own dividend income, sales of miscellaneous 
assets, bank loans, etc. ; thus common stock financing 
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Position and Prospects of Leading Utility Holding Company Equities 





Recent 
Price 


Approx. 
Range 
1946-48 


Dividend Approx. 
Yield Earningst 


Rate 


Recent 


Price- 


Earn. Break-Up 
Value 


Ratio 


Est. 


COMMENTS 








INTEGRATED HOLDING 
American Gas & Elec. 


COMPANIES: 
cas. SO 


50 -31 


$1.00 & 


Stock 


6.8% 


$4.25 


8.9 


Recent earnings in uptrend. System enjoys high 
degree of engineering and operating efficiency. 
Integration completed and small properties be- 
ing acquired. Distribution of Atlantic City Elec- 
tric as partial dividend to continue another 
year. 





Central & South West. 


*12 - 8A 


70 


1.38 


Affords high yield; pays out only about half of 
earnings; subsidiaries in good growth territory. 
Eventually may have to do some stock financing 
to help subsidiary construction program. 





New England Elec. System... ‘II 


*15 -ll 


9.1 


Company has had some hard luck with hydro 
operations; but earnings may eventually recover 
to $1.50 level. Offers unusually high yield, and 
$1 dividend rate will probably be maintained. 





New England G. & E. 


*12'/2- 9 


80 


7.3 


8.6 


Management (which recently won proxy contest) 
optimistic regarding trend of earnings for bal- 
ance of this year and 1949. New plant should 
permit operating economies. Eventually com- 
pany may get benefits of natural gas for mixing 
purposes. 





West Penn Elec... 


29-12 


1.00 


5.6 


5.5 


Is conserving cash from earnings, pending 
streamlining of system. This involves elimina- 
tion of West Penn Railways, and conversion of 
West Penn Power to straight operating com- 
pany. Earnings trend favorable. 








American Light & Tra 


| en 17 


IN PROCESS OF INTEGRATION: Dividend Paying — 


29 ~-16 


1.20 


7.1 


76 


Earnings for !2 months ended March down 
sharply from year ago, due largely to bad 
showing of Michigan Cons. Gas (which had to 
manufacture gas to supplement limited natural 
gas supply); operation of Austin field may 
somewhat relieve gas shortage next winter. 
Company divesting itself of electric interests. 





General Public Uftil....... 


24 -12 


80 


ae 


1.96 


7.1 


Earnings now include Associated Electric and 
Manila Electric. Dividend conservative but 
probably won't be increased until notes paid 
off. Eventual merger with Associated Electric 
possible. Staten Island Edison (and perhaps 
one or two other properties) to be disposed of. 





North American. .................. 





40 -14!/, 


Stock 


1.48 





Philadelphia Co. . 


21 - 84 


-60 


5.5 


77 


10.8 


26 


The company has withdrawn ‘Plan 3’ which 
called for divestment of utility properties. Re- 
action of SEC not yet indicated. Company also 
retaining important coal property by trans- 
ferring it to Union Electric. 





SEC has just reiterated its demand that the 
company should be broken up, disposing of its 
gas and transit interests and retaining only 
Duquesne Light. Recapitalization and merger 
with Standard Gas might be eventul outcome, 
— public holders of stock receiving break-up 
value. 








Public Service of N. J. 


nea 24 


31-18 


1.40 


5.8 


1.87 


12.8 


On July Ist, each share will receive one share of 
Public Service Electric & Gas (recapitalized 
operating subsidiary) plus !/10 share South 
Jersey Gas; transit company, which recently 
received fare increase, will be retained as sub- 
sidiary. $1.60 dividend on new stock considered 
good possibility; perhaps $1.80 eventually. 





United Gas Improvement... 22 


31-19 


1.30 


59 


2.25 


9.8 


30 


Still owns substantial cash and marketable 
utility securities in addition to manufactured 
gas system. Management has delayed making 
addition! distribution, plans seem indefinite. 





United Light & Railways... 2! 


38 =-18 


1.45 


6.9 


3.04 


6.9 


30 


Company should complete divorcement from 
American Light and Traction this year, normal 
future pro forma earnings from electric prop- 
erties estimated around $3. Eventual further 
increase in dividend likely; company might 
merge with Continental G. & E. 








American P. & Li... 


Non-Dividend Paying — 


23 - lA 


4.16 


2.4 


Stock has little or no break-up value if pre- 
ferred receive full claims; however, under plan 
to allocate assets, stock might be worth as 
much as 15. Leverage high, hence in bull market 
for utilities might obtain better terms if pro- 
ceedings long-drawn out. 





Commonwealth & Southern... 3 


6 - 2% 


61 


4.9 


Company making rapid progress toward dis- 
solution. Sale of block of Southern Compan 
expected soon, will eliminate much guess ca | 
in estimating break-up value. SEC findings on 
plan to retire preferred expected soon. 





Electric Power & Light 


EE 22'/2 


5.2 


30 


Stock has enjoyed a sharp advance; under man- 
agement plan, hearings on which resume June 
15th, each share would receive !-1/3 share of 
United Gas and |/5 share of new electric 
holding company. 





Middle West ............... 


end 10 


**161/5-12!/2 


ae 


12.7 


Company is expected to complete its distribu- 
tions within a few months (no litigation or other 
difficulties are anticipated); liquidating profit 
relatively small but timing is favorable. 





Niagara Hudson Powerv.......... 9/, 


is -7 


1.10 


8.6 


Merger plan for three principal subsidiaries 
recently approved by New York Commission, 
and application now made to SEC; re-cap plan 
for top company will also be filed shortly and 
both plans might be completed within six 
months to a year. 





*—Not outstanding during entire period. 


** Adjusted. 


t—For latest reported twelve-month period, on per share basis. 
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is eliminated for the segment of the utility industry 
still under holding company control (a few holding 
companies may eventually sell stock themselves, but 
this has not yet occurred). (3) Most stock sales are 
now in the form of offerings to stockholders—a 
more “painless” method than the offering of big 
blocks of common stock to the general public. Sales 
through subscription are usually spread over several 
weeks time, and arbitrage operations by brokers 
help to assure their success. The new practice of 
allowing “over-subscriptions” subject to allotment 
is also helpful. (4) Some equity financing is being 
done in disguised fashion through issuing converti- 
ble debentures or preferred stocks. Southern Cal- 
ifornia Edison recently successfully issued a large 
amount of convertible preferreds and Consolidated 
Edison is currently selling (through subscription 
rights) $57 million debenture 3s due 1963, conver- 
tible into common stock at 25. 


Common Stock Financing No Serious Threat 


Thus while the construction program looks big, 
the amount of common stock financing when spread 
over a four-year period should not prove a serious 
handicap to the utility market—particularly also in 
view of the current improvement of general market 
conditions. 

Individual stocks for which “rights” are an- 
nounced, may of course be somewhat. adversely 
affected for a few weeks or months, since the an- 
nouncement that rights will be offered makes the 
stock a target for short-sellers. Rights are invari- 
ably offered below the market and the tendency is 
for the stock to sink toward this level. On the other 
hand, bargain hunters know that this is a favorable 
time to pick up the stock; and offerings are fre- 
quently underwritten, in which case the bankers 
may purchase rights for stabilizing purposes and to 
insure themselves a profit. Where a company’s earn- 
ings are growing, the adverse effect of the stock 
offering may prove quite temporary, as in the case 
of Southwestern Public Service this year. 

Despite some recent advances, electric utility 





MARKET ACTION OF UTILITY GROUP 


£00 
180 M.W.S. 312 STOGK INDEX 
160 
140 
120 

UTILITY GROUP INDEX 
100 


80 


60 





1947 1948 











stocks still offer very attractive yields—5% to 8% 
or more. The newer and less seasoned equities, 
which have emerged from holding company control 
over the past two or three years, are frequently 
better bargains than the old-line stocks. These 
“new” companies are almost invariably “cleaned 
up” by SEC orders before they are released to the 
public—their plant accounts are reduced to original 
cost and in many cases the holding company is 
forced to invest additional cash in order to strength- 
en the position of the common stock before it is 
distributed. 

Of course the shares of these companies are not 
all comparable to stocks like Commonwealth Edison, 
Consolidated Gas of Baltimore and other high-grade 
operating company shares, but nevertheless they are 
usually on a dependable dividend basis, and the 
ample yields obtainable from these issues usually 
offsets their lack of ‘“‘seasoning’”’. Thus purchase of 
a package of such stocks (diversified geographically 
and otherwise) may prove an attractive investment 
for income. 


Holding Company Shares 


The holding company stocks, with one or two ex- 
ceptions, have not been especially active in recent 
weeks. The Securities & Exchange Commission has 
moved rather slowly with respect to holding com- 
pany plans and there have only been a few court 
decisions in 1948. 

West Penn Electric has advanced several points 
on improved earnings and hopes for a larger divi- 
dend; but the company may wish to conserve cash 
for the present pending further streamlining of the 
system. Electric Power & Light has risen about 
50% this year because of the new plan filed by the 
company, as well as the sharp price increase of 
United Gas, its subsidiary. Niagara Hudson Power 
has gained moderately since the New York Public 
Service Commission approved the plan for merging 
its principal subsidiaries. Commonwealth & South- 
ern also enjoyed a modest advance when the new 
proposals by stockholder groups seemed to indicate 
approaching confirmation of a preferred exchange 
plan (equivalent to dissolution). American Power 
gained modestly after its plan was filed with the 
SEC. However, there have been no sensational 
moves such as have occurred in other years. 

The accompanying table indicates earnings and 
potential break-up values of the principal holding 
company equities. The latter, because of the diffi- 
culty in timing dissolution plans, are necessarily 
estimates based on today’s values and prospects, 
but subject to change according to conditions pre- 
vailing at the time of ultimate dissolution and ac- 
cording to any change in terms that may occur in 
the interim. 


Market Aspects 


Meanwhile holding company equities continue to 
sell considerably below their indicated liquidating 
values, and hence offer attractive appreciation pos- 
sibilities though they are obviously either highly 
speculative or else require a good deal of patience 
pending materialization of their appreciation poten- 
tials. Generally speaking, the spread between cur- 
rent prices and break-up values should narrow as 
further progress is made (Please turn to page 311) 
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... Prospects for 
NATURAL GAS >», 


..... Companies “3, 


By H. F. TRAVIS 


| om supply and demand factors 
in the natural gas industry present a unique 
picture, in that both are about as substantial 
as anyone could ask for, that is as to proven 
reserves and demand at consumer levels. Were 
it possible to transport adequate quantities of 
gas from its source to seemingly unlimited 
markets, this low cost supplier of heat and 
energy would seriously threaten its competitors, 
coal and fuel oil. 

This potential has existed for a long time, thus 
the former infant natural gas industry—now grown 
to substantial size and importance—has developed 
marked earning power and consistent growth. Now, 
under the stimulus of the postwar boom, its expan- 
sion has reached record proportions, apparently re- 
stricted only by available supplies of pipe and pump- 
ing equipment. 


Diverse Activities 


In discussing the natural gas industry, it should 
be realized that while commonly classed among the 
utilities, the diverse or overlapping activities of 
numerous units create hybrid characteristics. The 
close association of oil production with that of natu- 
ral gas has brought revenues from both sources to 
some large concerns in the latter industry, and it 
would be hard to name an important petroleum com- 
pany that is not substantially involved in natural 
gas activities. Then the transcendent element of 
transportation has led to the establishment of huge 
pipeline concerns, some of which are independent 
carriers and/or wholesalers, while some owned by 
producers of natural gas. 

In a few instances, the business is completely in- 
tegrated from the extraction of gas from the ground 
to processing, transportation and delivery to home 
owners and industrial users. In comparing one con- 
cern with another, these diverse functions should be 
carefully kept in mind because of the varied operat- 


‘. ing problems involved. 


Between the natural gas industry and the big oil 
concerns, the scramble for new discoveries during 
1947 had fortunate results. At the end of 1946, 
proven reserves of natural gas in the United States 
were estimated at 160.5 trillion cubic feet, equal to 
about a thirty years supply at the current rate of 
consumption. Although net production last year 
amounted to more than 5.6 billion cubic feet, proven 
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reserves at the year-end had risen by a net amount 
of 5.4 billion to an all-time high. 

The State of Texas, far and away the largest 
producer of natural gas with proven reserves of 
86.3 trillion cubic feet in 1946, alone accounted for 
a 3.7 billion net gain last year. Louisiana, second 
in importance in gas supplies, showed a gain of 
about 1 billion cubic feet, with closely similar re- 
sults for Kansas. Natural gas reserves were sub- 
stantially expanded during 1947 in New Mexico, 
Wyoming, Mississippi and in half a dozen other 
states, though at a smaller rate of gain. 


Reserves of Other States 


In California, fourth ranking state as to natural 
gas reserves, rapid expansion in population and 
industrial development since the end of World War 
II, brought such an excessive demand for natural 
gas in 1947 that its proven reserves declined by 
almost 1 billion cubic feet. To keep supplies in bet- 
ter balance with demand in the California markets, 
a new pipeline from Texas has just been put into 
operation, the capacity of which will soon be sub- 
stantially enlarged. 

In Illinois, Ohio and Kentucky, the proven re- 
serves shrank slightly on balance last year. More 
significance attaches to a continued shrinkage in 
the proven gas reserves of the Appalacian areas, 
such as Pennsylvania, New York and West Virginia. 
The natural gas industry started decades ago in 
this section, and the use of this fuel became so 
popular with consumers that the growing shortage 
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incidentally opening up new markets on a 


SALES & REVENUES OF NATURAL GAS INDUSTRY / } very broad scale. 
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Considering the long term record of num- 
erous units of the natural gas industry in 
maintaining stable and very satisfactory 
earnings, it is small wonder that investment 
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capital has found this field attractive. As has 
been the case with other utilities, a reason- 
able amount of dividend stability has been 
practically assured, for State Commissions 
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have adopted liberal policies to expand the 
availability of natural gas in their respective 
communities. True, the Federal Power Com- 
mission theoretically limits interstate pipe- 
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line profits to 6% of invested capital, and 
this is an adverse factor in some respects, 
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though considerably compensated for by the 


ors long-term dependability of earnings. In 

















times like the last two years, when costs of 





in local supplies, in the face of expanding demand, 
has become a serious economic problem that is meet- 
ing partial solution only by piping natural gas all 
the way from the great fields in the Southwest. 


Expansion in 1947 


In studying the above mentioned diverse results 
achieved by various areas in the race to keep natural 
gas reserves from undesirable depletion, it will be 
noted that the gains have mainly occurred in sec- 
tions of the country rather remote from the most 
populous centers, with losses or deficiencies conse- 
quently cropping up in states where market poten- 
tials are the most promising. It is for these reasons 
in part that the natural gas industry spent about 
$273 million in 1947 for the construction of 5,370 
miles of new pipelines, bringing the estimated total 
mileage in the country to 229,000 miles, closely com- 
parable to existing railroad trackage. 

Further vast projects are under way to expand 
the transportation facilities of the natural gas in- 
dustry, as shown by estimates of the Federal Power 
Commission last fall that construction programs 
filed with it involved a total of $1.2 billion. The 
Commission believed that the completion of these 
projects would increase the daily interstate move- 
ment of natural gas by 3.5 billion cubic feet, 


Wages and materials have risen sharply, 
profit margins of some concerns have temporarily 
suffered due to the time lag in revising rates up- 
ward. And where interstate carriers by pipeline own 
their sources of natural gas, the FPC has caused 
difficulties by using the original cost of the gas 
wells as a base for capital investment rather than 
the current commodity value of gas itself. This con- 
troversy involved important implications. 

One factor that is serving to brighten the outlook 
for the industry is the disparity in prices between 
natural gas and coal or fuel oil. What the customer 
really pays for in all three of thése fuels are the 
B.T.U.s (British Thermal Units), aside from con- 
siderations of relative convenience. We append a 
chart to show the average price trends of the three 
fuels over a period of years, based upon one million 
B.T.U.s in each case. From this it will be noted how 
sharply the prices for coal and fuel oil have risen 
in comparison with natural gas during postwar. 
As of December 31, 1947, the price of natural gas 
was about 58% of the equivalent price of coal and 
30% of that of fuel oil. Under the natural laws of 
competition, these relationships clearly show the 
advantages accruing to the natural gas industry, 
provided it can gain a position where potential de- 
mand can be more fully met. 

Having provided our readers with a general broad 
picture of the natural gas industry as it appears 








Statistical Summary of Natural Gas Companies 





Net Per Share 


Price- 








1938-41 1942-45 
Average Average 1947 


Interim Earnings 1947 Price Yield 


Dividend Recent Dividend Earnings Range 
Ratio* 1948 





Arkansas Natural Gas “A”. $4 $.29 $.80 


Nil $8 B 10 8l/- 41, 





Columbia Gas System... .ccccccccncccncnenan 073 2 1.36 


$.59 quar. Mar. 31 $.75 14 5.3% 10.3 


14 -10l4, 





Consolidated Natural Gas 3.61b 3.18 4.53 


2.33 quar. Mar. 31 2.00 47 43 10.3 5| -43% 





El Paso Natural Gas. cc = 3473 3.49 5.14 


5.78 12 mos. Mar. 31 2.40 73 3.3 14.2 


73/4-55/ 





Lone Star Gas.. re) 88 1.87 





1.37 quar. Mar. 31 1.00 23 4.3 12.3 241/4-18 





Oklahoma Natural Gas. ce = (97 2.59 3.30 


4.30 12 mos. Mar. 31 2.00 37 5.4 11.5 


38'/2-30'/s 





PRpMCMeONNe ok Bee 3.26 4.86 


5.17 12 mos. Mar. 31 3.00 53 5.7 10.9 54 -47\/, 





Panhandle Eastern Pipe Line... ~=2.92 3.0! 4.49 


* 1.30 quar. Mar. 31 3.00 63 4.8 14.0 


64 -46 





United Gas Corp. _.. def .48 55 1.50 


¢ 1.39 12 mos. Mar. 31 85 20 4.2 13.3 


20'/g-16 





*—Based on 1947 earnings. 
b—1940-41 average. 








c—Parent company only. 
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currently, we will concentrate upon a brief discus- 
sion of some of the leading concerns in this inter- 
esting and rapidly developing field. To supplement 
our comments, we append a table listing nine impor- 
tant and well established concerns in the industry, 
along with statistics covering past earnings and late 
figures bearing upon their respective shares. 

In scanning these statistics, it will be noticed that 
the price-earnings ratio of all the concerns is rather 
high compared with those of companies in numerous 
other industries under current market conditions. 
This obviously attests to the high regard of invest- 
ors for the natural gas industry, both as to depend- 
ability of income and longer term growth potentials. 

The progress achieved by El Paso Natural Gas 
Company is typical of aggressive management and 
forward looking policies. Ever since 1931, this con- 
cern has operated profitably in New Mexico, South- 
western Texas and Arizona, gradually increasing 
its pipeline mileage from 539 miles in 1942 to 1,954 
miles by 1936, the total soaring to around 3,000 
miles by the end of 1947. Net earnings trended 
slowly upwards from $3.30 per share in 1938 to 
$3.77 in 1946, rising sharply to $5.14 in 1947 and 
to $5.78 for the 12 months ended March 31, 1948. 


Production and Purchases 


The company produces a substantial quantity of 
natural gas from its own wells, but buys the major 
portion from large oil concerns such as Phillips 
Petroleum, Shell Union Oil and Gulf Oil. In the past 
its main customers have included a number of lead- 
ing mining companies, including Phelps Dodge, 
Kennecott Copper and others. Additionally, large 
quantities of natural gas are delivered to some 35 
utility companies. 

What swelled revenues significantly last year was 
completion by this concern of a 26-inch pipeline to 
connect with a 30-inch pipeline at the Arizona- 
California line, constructed by two Californian util- 
ities. This step assures an expansion of $8.45 million 
in gross revenues during 1948, and when additions 
have been completed, minimum revenues from this 
source will rise to $14.3 million by 1951. In March, 
1948, the company announced plans for an $81 million 
project that would supply an additional 300 million 
cubic feet of gas daily to California customers. In 
1947 El Paso Natural Gas raised 
$30 million through loans and 


delivers the gas to important utilities and industrial 
customers in Ohio and Michigan including Detroit. 
Sales have more than tripled during the past decade, 
reaching a peak of $30.4 million in 1947. During 
this same period, the company has expended about 
$81 million for construction and acquisitions, and 
by the end of 1948 expects to have completed a 
further sizable program involving 200 miles of par- 
allel pipeline. This would have been in operation 
sooner except for scant supplies of pipe. 


Advancing Earnings 


Net income has climbed rather consistently from 
a level of approximately $3 million in 1938 to about 
$7.8 million in 1947, the latter equal to $4.49 per 
share, and further slight improvement is indicated 
during the first quarter of 1948. At the end of 1947, 
Panhandle had outstanding $58 million of serial 
debentures or notes and $13.75 million of 4% pre- 
ferred stock, and the sinking funds on the debt now 
total about $2.5 million annually. Regardless of this, 
the $38 dividend period on the common stock last 
year seems well covered by available earnings. 

Lone Star Gas Company and its subsidiaries are 
well assured of ample natural gas supplies for many 
years to come by using 64 sources in Texas and 
Oklahoma. The markets exploited are mainly in the 
state of Texas and include such important centers 
as Dallas, Fort Worth, Abilene and Waco. An esti- 
mated population of around 1.75 million is in this 
area. While the company owns or controls more 
than 1,300 productive natural gas wells and brought 
in 41 new ones last year, it buys about 82% of its 
gas from non-affiliated producers, in line with con- 
servation policies. 

Lone Star owns 5,262 miles of transmission and 
gathering pipelines and about 5,700 miles of distrib- 
uting mains, dealing directly with more than 400,000 
residential and industrial customers, aside from 
sales to certain utilities. Gross revenues from sales 
of natural gas in 1947 topped $30 million, aside 
from $7.8 million derived from gasoline, $1.48 mil- 
lion from oil and about $600,000 from Stargas 
(liquified petroleum). Net income last year rose to a 
record of $10.3 million, equalling $1.87 per share. 
Lone Star has paid dividends without a break since 
1926. Because of $13.7 (Please turn to page 307) 





sale of preferred stock and evi- 





dently expects little difficulty in 
financing its latest program, in 























view of the sound foundation of 
its undertakings. Despite the 
creation of heavy senior obliga- 
tions, the company’s expansion 





COMPARATIVE COST 
NATURAL GAS, COAL AND FUEL OIL 
in Conts Per Million Heat Units 1938-1947 











plans lend no little speculative 
appeal to its equities. 





Panhandle Eastern Pipe Line 
Company’s growth in sales and 
facilities during the past fifteen 
years has been impressive. This 
concern owns or controls proven 
natural gas reserves in the 
Kansas, Oklahoma and Texas 
fields of an estimated 6.5 tril- 
lion cubic feet, besides holding 
purchase contracts for large 
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amounts from outsiders. Through 
its 1,200-mile double pipeline it 
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Heavy electrical apparatus forms the 
backbone of the large order backlogs 
of the two industrial giants discussed 
in this article. It assures them substan- 
tial business for many months ahead. 
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Westinghouse vs. General Electric 


—A COMPARATIVE STUDY 


By FREDERICK K. DODGE 


(an of leading representatives of 
an industry always are interesting and frequently 
highly instructive. Unappreciated sources of 
strength or hidden weaknesses often are brought to 
light. Seldom, however, are so many similarities 
revealed as in the case of General Electric Company 
and Westinghouse Electric Corporation. It would 
be rather unfair to say, in this instance, that either 
company suffers by comparative analysis. 

General Electric is the larger and probably more 
widely known to the general public. It accounts for 
perhaps 20% to 25% of the industry’s production 
of electrical appliances. Management always has 
been regarded as conservative in its approach to 
financial and labor problems. The company has had 
a reputation for recognizing its social responsibil- 
ities and endeavoring to foster employee good will. 
Capitalization has been limited in recent years to 
long term debt and common stock. Dividend pay- 
ments have been conservative. 

Westinghouse Electric probably accounts for some 
12% to 15% of industry output and in other re- 
spects is slightly more than half the size of its major 
competitor. Its operations are generally believed to 
be more diversified and to represent a somewhat 
larger proportion of heavy industry output than in 
the case of GE. Capitalization is correspondingly 
smaller than General Electric’s and includes pre- 
ferred shares. Dividend payments have been held 
on a relatively more conservative basis. 


290 


Before selecting some of the interesting similar- 
ities betwen the two companies, it may be well to 
take a quick look at earnings and dividends to see 
how well the market has appraised the outlook for 
the stocks. In the case of General Electric, earnings 
have ranged from 96c a share in 1938 to $3.30 last 
year and have averaged $1.80 a share over the last 
decade. On a share basis, the extreme fluctuations 
for Westinghouse were 65c and $3.59, the latter 
figure being for last year’s earnings. Average earn- 
ings for the last ten years have been $1.70 a share. 
Comparative data are presented in the accompany- 
ing tabulation. 


Dividend Record 


In the matter of dividend payments, the diverg- 
ence has been slightly greater. General Electric’s 
annual distributions have ranged from 90c to $1.60 
a share in the last ten years, and averaged $1.49, 
whereas Westinghouse has paid no more in any 
year than the $1.25 a share for 1947. The average 
for ten years is $1.02 a share. 

Profit margins have varied widely, especially in 
recent years when labor difficulties and materials 
shortages presented operating problems, but under 
fairly normal conditions last year, the ratio of op- 
erating income to sales volume was about 13 per 
cent for each company. This would seem to suggest 
that satisfactory profits can be obtained, despite the 
substantial rise in wage rates, provided operations 
are not disrupted by wage disputes and shortages of 
raw materials. In this respect, there seems little to 
choose between the two companies. 
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In a detailed examination such 
as this, several basic factors de- 
serve careful consideration. 
These include: (1) What is the 
status of expansion plans? How 
much remains to be completed? 
(2) How has such expansion 
been financed and what more 
remains to be done in this direc- 
tion? (3) What are the pros 
pects for development of new 
products and to what extent may 
such items be expected to influ- 
ence earnings over the near 
term? (4) Are there any patent 
problems or anti-trust suits like- on 
ly to present legal hazards? - 

Expansion programs can have 
considerable bearing on corpo- 
rate affairs under today’s condi- 
tions. High costs have prevented 
some companies from en- 
larging markets and taking ad- 


——- 


vantage of deferred demand 1937 | 1936 | 1939 | 
conditions, while in other cases | 2-20 | .96 | 1.43 _ 


substantial growth has taken 
place. In the matter of expan- 
sion, General Electric and West- 
inghouse have followed parallel courses. Both com- 
panies have substantially completed programs for 
enlargement of manufacturing facilities. Both have 
resorted to borrowing to finance about half of the 
cost of such growth. As a result of these develop- 
ments, sales have expanded until they have approxi- 
mated their high wartime figures. 


G.E. Expansion 


General Electric has actively carried out an ex- 
pansion program since early in 1940, when it be- 
came apparent that the armament demands of the 
nation would require greater productive facilities. 
Since that time the company’s plants have increased 
in number from 49 to 125 and the floor space util- 
ized has grown from 27 million 
square feet to 47 million. The 
company has endeavored to 
avoid concentration of produc- 
tion with the result that plants 
now are located in 90 cities in 22 
states, compared with only 42 
cities in 16 states before the 
war. This growth also brought 
about greater productive effi- 
ciency for physical output of the 
plants in operation in 1947 was 
more than double that of 1940, 
whereas actual floor space avail- 
able was only 74 per cent 
greater. 

Cost of the expansion ap- 
proximated $371.5 million, with 
more than half of the expendi- 
ture coming in the last two 
years. Dismantlement of plants 
relinquished or remodeled cost 
an additional $95.7 million. De- 
preciation reserves and amor- 
tization charged to income in 1937 | 1938 | 1930 
the period amounted to $215 mil- 
lion and an additional $12 mil- 
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Long Term Debt: $202,400,'000 
Shs.: Commom: 28,845,927 - no par— 
Fiscal year: Dec.: 31 _ 
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1940 | 1941 | 1942 | 1943 1944 1945 
“1.95 | 1.99 | 1.56 | 1.56 | 1.76 | 1.96 
1.40 | 1.40 |-1. 40 _| 
1.5 | 167.5 |189.1 | 216.6 


lion was realized from sales of unused properties. 
These sums were applied to the cost of the program. 
Total cost of plant and equipment at the close of 
1947 approximated $508 million, and this was car- 
ried on the books at a net figure of $195.9 million. 


Source of New Funds 


To increase working capital and finance expan- 
sion the company borrowed $200 million from sev- 
eral insurance companies and banks. Of this 
amount $150 million was borrowed on notes matur- 
ing serially to 1966, while the remaining $50 mil- 
lion borrowed from banks is due in 1951. Appar- 
ently no further financing is contemplated in con- 
nection with completion of the program. Only two 
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important projects involving new construction re- 
mained uncompleted a few weeks ago. These in- 
cluded facilities for steam turbines and electric 
generator production and new quarters for the re- 
search laboratory in Schenectady. Remainder of 
the program, for the most part, involves equipment 
for facilities already operating. Earnings reinvested 
in the business last year came to 3.7 per cent of 
gross receipts, and if the same proportion is devoted 
this year to financing expansion, there should be no 
need for additional borrowing. 

Like its larger competitor, Westinghouse contem- 
plates early completion of its $132 million expansion 
program. The company added more than 10.7 mil- 
lion feet of floor space since 1940 and increased the 
number of plants owned to more than 30 located 
chieflly in the Northeast. Principal plants are in and 








Comparative Statistical Summary 





General Westinghouse 
Electric Electric 


CAPITALIZATION: AS Of cneccccccccccccceccueee December 31, 1947 
Long Term Debt ($ million), $200.0 $130.0 
Preferred Stock (number of shares). cco. nese 579,974 
Common Stock (number of shares)... 28,845,927 13,016,342 


INCOME ACCOUNT: Year ended... December 31, 1947 








Net Sales {000 omitted) cue $1,330,776 $703,154 
Net Sales Per Share... erase $46.10 $54.00 
Pieteting mnorein = 13.0% 12.6% 
Pre-Tax Net Income (000 omitted)... $160,097 $79,279 
Pheri Slit MACIrIRIN =o 12.0% 11.3% 
Net Income (000 omitted) pest $95,298 $48,806 
Net Per Share tah odie, Wt a tage $3.30 $3.59 
LONG TERM EARNINGS RECORD:t 
SO oe eee $3.30 $3.59 
1946 RE at : 1.49 65 
1945 . : Beier 1.96 2.03 
1944 oe eRe A, 1.76 1.94 
1943 = ' 1.56 1.67 
1942 . : Fe teas 5 1.56 1.35 
1941. Fa acres 1.98 1.80 
1940 : ‘ eee 1.95 1.78 
1939 ieee Meena ees 1.43 1.30 
1938 .. e RL eRe RG 96 85 
10-Year Average Earnings, 1938-47............. 1.80 1.70 
1946 Dividend Bee 1.60 1.00 
Lo OS 2 ESS [EERE oe neater atari Ree eames 1.60 1.25 
10-Year Average Dividend, 1938-47............. $1.49 $1.02 


BALANCE SHEET (000 omitted): As of... December 31, 1947 





Cash and Securities peers $184,064 $112,817 
Cash and Securities as % of Current Assets... 27.8% 26.2% 
Inventories ........ CR A CS fee | 
Inventories as % of Current Assets.................. 52.4% 54.7% 
Total Current Assets FREE Pee $659,336 $429,147 
Total Current Liabilities 0. cscs $273,151 $69,630 
Net Working Capital. ee «$386,185 = $359,517 





Current Ratio .............. oe z 2.4 6.2 


Fixed Assets, Net..... : $195,928 $128,912 
PROPIA SI i eccrcttrcees PRB) “OB DONebEe 
Book Value Per Share... $16.78 $26.33 
Net Current Assets Per Share*® 0. $6.45 $13.20 
Recent Price of Common cccccccccccccsn-snsseneeee sien $42 $32 
Dividend Yield (on 1947 Dividend)... 3.8% . 397, 
Price-Earnings Ratio (to 1947 Earnings)....... 12.7 8.9 





t—Adjusted for stock split-ups. 
*—After deducting senior securities. 
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near Pittsburgh. A new incandescent lamp plant 
is virtually completed on a 27-acre site at Little 
Rock and a large plant formerly operated by the 
Joshua Hendy Iron Works in Sunnyvale, Calif., .is 
being readied for occupancy. A new plant in Buffalo 
is nearing capacity operations with the prospect of 
turning out $70 million worth of goods annually. 
Here welding and industrial control manufacture 
has been transferred, and this plant now houses 
most of the industrial motor production formerly 
centered at East Pittsburgh. 

In‘connection with the company’s financing pro- 
gram two years ago, it was decided to postpone sale 
of additional common stock because of unfavorable 
market conditions. Instead of issuing stock, the 
company aranged to borrow $80 million through 53 
banks on notes maturing April 30, 1948, and the 
loan was recently extended for three years. Whether 
the stock financing program will be revived before 
1951 to raise funds for retirement of the loan prob- 
ably will depend upon continuation of the company’s 
current high volume of business, related working 
capital requirements and the present more favorable 
market conditions. 

As for new products claiming attention of man- 
agement, it is interesting to observe that both com- 
panies have been turning to atomic power research, 
jet propulsion for aircraft engines, guided missiles 
and weather control equipment. Much attention is 
being paid to improvement of motors for progress 
in mechanization of industrial operations. 


New Developments at Westinghouse 


Westinghouse announced it had completed basic 
development and pilot production of the axial-flow 
jet engine, pioneered in the early days of the recent 
war. Two sizes of these engines are in quantity pro- 
duction, and according to the company, enviable 
records have been made in many hours of successful 
flight. The larger of the two engines burns less fuel 
per pound of thrust, has smaller frontal resistance 
per unit of driving force and has less weight for its 
output than any jet engine in the world, it is said. 

Preparatory to development of a railroad loco- 
motive to supersede diesels, Westinghouse has com- 
pleted a 2,000-horse power gas turbine suitable for 
locomotive or industrial use which is said to have 
demonstrated the soundness of its engineering de- 
sign by more than a thousand hours of tests simu- 
lating actual operating conditions. Two similar gas 
turbines are being built for use in a locomotive de- 
signed to compete with diesels in both traction and 
industrial service. The gas turbine is reputed to be 
much more economical of fuel than the diesel engine, 
especially now that oil prices have advanced. Adop- 
tion of the engine for railroad use generally is be- 
lieved to be several years away, however, and 
Westinghouse management feels that the new prod- 
uct may not contribute importantly to volume for 
some time. 

A car stabilizer built by Westinghouse is being 
tested by one of the large railroad systems. It elim- 
inates 60 per cent of the bumps and sways caused 
by track irregularities and enables trains to take 
curves comfortably at more than 25 per cent greater 
speeds, according to the company’s engineers. 

Research on a vast scale is being conducted to 
extend power on transmission lines to higher volt- 
ages aS a means of gaining greater efficiency in 
distribution of power, (Please turn to page 306) 
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By RICHARD COLSTON 


y= those of our readers accustomed to 
check the prices of their securities at frequent inter- 
vals, the results sometimes are disturbing. This is 
especially true when a favored holding does not 
keep abreast of a general market advance, or de- 
velops a discouraging downtrend in price. Such per- 
formance naturally arouses doubt lest fundamentals 
of the investment may be deteriorating or have been 
improperly appraised when the purchase was first 
made. In cases where the investor feels confident 
in the soundness of his choice and attributes the 
laggard or declining price movements to mere tech- 
nical factors, the question of possible averaging up 
begins to loom. 

In scanning a great number of mail inquiries re- 
ceived by the Magazine of Wall Street, it has be- 
come evident that even in advancing markets, there 
are always stocks whose price behavior is a matter 
of concern to investors. Usually special circum- 
stances account for this, and it therefore is oppor- 
tune to discuss a few of such issues on the basis of 
the most recent available information, and to pre- 
sent the facts as we see them. 

If in our opinion, some of these stocks might as 
well be eliminated from portfolios, despite a seem- 
ingly low price, we may so suggest. If, on the other 
hand, they seem worthy of acquisition for specu- 
lative purposes or for averaging, we advise our 
readers to adjust their timing to the counsel of Mr. 
A. T. Miller, regularly offered in this publication. 


Calumet & Hecla Consolidated Copper Company 


Shares of this 82-year-old leading producer of 
Lake copper have held a rather narrow price range 
of 614 to 8 thus far in 1948, recently selling at 
around 7, and they displayed similar lethargy all 
last year. During the last 12 years, the range has 
been: high—20, low—4. Although the company op- 
erated at capacity during 1947 and volume of $26 
million was 38% above the previous year, profit 
margins have been steadily narrowed by mounting 
production costs. The management has stated that 
its break-even point is now double that of prewar. 
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Since Calumet & Hecla no longer receives any Gov- 
ernment subsidies, its profits are far from commen- 
surate with its large sales of copper and tubing, 
even though the current price of 2114 cents per 
pound for the red metal seems likely to hold for 
some time to come. While the company reported net 
earnings of $.98 per share in 1947, non-recurring 
profits of about $400,000 were partially account- 
able. Results for the recent March quarter were 
disappointing, as per share earnings came to only 
4 cents against 42 cents in the period a year earlier, 
but this was largely caused by complete shutdown 
of the company’s fabricating division, due to short- 
ages of natural gas supplies. 

In view of the fact that Calumet & Hecla’s quality 
ore reserves have been considerably depleted, forc- 
ing increased reliance upon recoveries from tailings 
and purchased scrap, its near term outlook is 
clouded. In the long run, expenditures for modern- 
ization that totalled $4.1 million in 1947 may result 
in greater operating efficiency, but since the com- 
pany hopes to retire $6 million of bank debt from 
earnings, prospects for dividends are rather dim, as 
the directors have taken no action in the recent 
quarter. On balance these shares seem to carry 
little speculative appeal at present. 


Chesapeake & Ohio Railway Company 


At a recent price of 3858, C & O shares were less 
than a point from their low of the current year, 
although rail shares generally have been exhibiting 
marked strength. As stockholders were heartened 
last year when net income of this carrier rose to 
$4.44 per share compared with $3.55 in 1946, many 
of them expressed worry over the drab market 
action of the stock. A number of factors can be 
cited as constituting unfavorable influences on cur- 
rent appraisals of these shares, some justifiably so 
but others seem mostly psychological in character. 

Due to the coal strike, the company’s gross rev- 
enues for the first four months of 1948 declined to 
approximately $95.4 million compared with $97.4 
million in the same period of 1947. Because operat- 
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Pertinent Statistical Data 
Net Per Share Dividends PerShare* Dividend Recent Range 
1946 1947 Interim Reports 1946 1947 Yieldt Price 1948 
ahi. $82. $.98  § .04March 31 quar. $40 $60 86% $7 8/4 61/2 
Chesapeake & Ohio. 3.62 4.33 50 4 mos. April 30 3.50 3.00 b 7.9 38 451/,-373/, 
Loew's, Inc. .......... 3.66 2.26 .49 16 weeks March 11 1.50 1.50 7.9 19 20!/4-1534 
Pepsi-Cola 1.09 1.18 .16 ‘March 31 quar. 90 95 5.9 16 241/g-1554 
Transcontinental .& Western Air........ defl4.56 def8.19 Nil rr 17 2234-16 
Warner Bros. : 2.62 3.03 1.124 1.50 12.5 12 14 -10!// 
*—Paid during each calendar year. b—Plus 1/40 share of New York, Chicago & St. Louis R. R. 
a—Adjusted. t—Based upon 1947 dividends. 

















ing expenses continued at a high level, net income 
was seriously squeezed down to 51 cents per share 
against $1.59 for the relative intervals mentioned. 
This raises valid doubts as to whether the lag can 
be overcome during the’ balance of the year, or be 
reduced enough to assure dividend stability. To 
. make matters worse, the ICC has called attention 
to C & O’s tight working capital position, for at 
the end of March, current assets exceeded $68.2 
million of current liabilities by the slim margin of 
only $7.8 million. 


Reduced Liquid Resources 


At the beginning of 1948 this aggressively man- 
aged road had on order $81.5 million worth of new 
equipment and has since increased these orders. 
Although it will have no difficulty in financing the 
bulk of these purchases by equipment trust cer- 
tificates, some substantial withdrawals of cash will 
be required to supply the balance. The element of 
available cash resources more than anything else 
has probably stirred up anxiety about the common 
stock, and as the company’s acquisition of a large 
block of New York Central shares considerably 
reduced liquid resources, the management has been 
open to criticism. 

It looks to us that pessimism over the current 
troubles mentioned has been rather unduly expres- 
sive. Unless another coal strike occurs, both gross 
and net income of this road should resume normal 
proportions, probably showing improvement when 
the new and efficient equipment has been delivered. 
And now that the ICC has refused the road permis- 
sion to seat three of its nominees on the New York 
Central directorate, C & O could find a good excuse 
for liquidating its New York Central stock if 
necessary. 

President Robert R. Young has already asked the 
ICC for permission to merge his line with New York 
Central and the Virginian Railway as a substitute 
for his former plans. In view of the fine long 
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record of C & O for earnings stability and contin- 
uity of dividends, its shares at recent prices enjoy 
a good deal of speculative attraction. Whether the 
dividend will be temporarily lowered is anyone’s 
guess, but it could be shaved considerably and yet 
provide a satisfactory yield at current prices for 
the shares. 
Loew’s Incorporated 


The shares of Loew’s Inc., recently priced at 19, 
naturally look weak considering that about a year 
ago they were selling around 27 and at times in 
the past have hit 41. This fully integrated film pro- 
ducer for many years has enjoyed a leading position 
and even in the depths of the last severe depres- 
sion was able to show a good profit. 

In common with most of the moving picture pro- 
ducers and distributors, Loew’s experienced a de- 
cline in theater attendance last year, and this 
resulted in lowering fiscal 1947 net earnings to 
$2.26 per share compared with $3.66 for 1946. And 
while the controversy over British film taxes has 
been finally compromised to permit partial with- 
drawal of American profits, the company’s income 
from this source seems likely to shrink. Also, the 
Supreme Court’s decision to further investigations 
that might uncover monopolistic practices by Loew’s 
and other theater owning film concerns has been 
rather discouraging to some investors. 

On the brighter side of the picture, this concern 
has embarked on a long overdue program to reduce 
extravagant production costs. Before long this may 
be reflected by improved earnings. For the 16 weeks 
ended March 11, a fair uptrend in gross revenues 
compared with the same period last year was estab- 
lished. As the company’s working capital at the 
end of its 1947 fiscal year showed an all-time peak 
of $105 million, it seems hardly likely that the 
directors will be over-conservative in their 1948 
dividends policies; and payments have been made 
regularly since 1923. Loew’s proven efficient man- 
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agement probably can be counted on to restore 
satisfactory earnings, given a little time, hence its 
shares continue to have a measure of investment 
merit and no little speculative appeal around their 
current price level. 


Warner Brothers Pictures, Inc. 


The shares of this well-known motion picture 
concern have been depressed in price for much the 
same reasons as Loew’s. The range of high—14, 
low—1014 for 1948 to date leaves the shares about 
midway at the recent price of 1234. Reduced thea- 
ter attendance, anti-trust suits, and curtailment of 
foreign markets have provided ammunition for the 
bears in this stock, and sharply reduced net earn- 
ings have played in their favor. : 

Over a period of years, this concern has sub- 
stantially reduced its funded debt and entirely 
eliminated its preferred, thus strengthening. the 
status.of the common stock. But pending delivery 
of lower cost films, amortization charges are heavy. 
Besides which Warner Bros. paid out $4 million last 
fall to purchase Pathé News and may spend sizable 
sums to enter the television field. 

As current net earnings are thought to be run- 
ning at a rate of about half that of last year, the 
directors evidently feel that cash resources should 
be conserved, as indicated by their action in reduc- 
ing the dividend rate recently from 3714 cents per 
share to 25 cents. On this basis the yield would be 
about 8% unless further reductions are made. Since 
some time must elapse before the outlook for 
Warner Brothers becomes clearer, the speculative 
attraction of the shares seems limited to longer term 
considerations: 


Pepsi-Cola Company 


Holders of Pepsi-Cola shares have felt concerned 
about a downtrend in quotations from a high of 
around 34 last year to a low of 155 this spring. 
Recently the price has risen to 17. This market 
action has closely followed the pattern of relative 
quarterly earnings, for in the March 1948 quarter, 
net per share was reported as 16 cents against 34 
cents for the same period last year. While unit sales 
of the company in 1947, as well as consolidated net 
earnings, were higher than in any year since its 
reorganization, heavy promotional expenses, higher 
operating costs and price problems evidently have 
narrowed profit margins. 

In the face of heavy competition, Pepsi-Cola has 
made headway in recent years mainly by reliance 
on its “big drink” for a nickel, but when sugar 
became scarce, most distributor’s margins were 
squeezed so tight that they raised the retail price 
to six cents. The company’s big problem of late has 
been to restore this to an essential competitive level, 
and this has probably cut into profits. Pepsi-Cola 
vending machines are already selling a large po- 


tion for five cents and many dealers have re-estab- 
lished this same price, though others have delayed 
as yet. In consequence, sales for the March quarter 
dipped to $8 million compared with $9 million in 
the relative period of 1947. 

In reflection of less profitable operations, the divi- 
dend paid on June 15 was reduced to 1214 cents per 
share from 1714 cents paid in the previous quarter. 
Just how this company will fare during the full 
year 1948 remains to be seen, especially as profits 
derived from its Cuban sugar subsidiary may shrink 
as result of the current ample world supply of this 
commodity. On December 31, 1947, a current ratio 
of 1.7 indicated a rather tight working capital posi- 
tion, somewhat further clouding dividend potentials. 
After a period of readjustment, the operations of 
this well established soft drink manufacturer may 
bring an upturn in earnings, but pending a solution 
of its problems, the shares are not a very interest- 
ing speculative medium in our opinion. 


Transcontinental & Western Air, Inc. 


That TWA shares are selling at practically their 
low level of 16 for 1948 is understandable, due to 
the company’s frankly publicized financial plight. 
At that, the stock is 3 points above its 1947 low of 
13, the gain in part accounted for by smaller losses 
in earnings last year compared with 1946, along 
with an announcement that the company had tem- 
porarily surmounted its financial crisis. 

During the last two years, TWA has had to ab- 
sorb losses totalling about $22.5 million, in line 
with most of the, airlines forced to operate in the 
red, but operating economies cut the loss of TWA 
to $8 million in 1947. The continued depletion of 
working capital reduced the ratio of current assets 
to current liabilities to 1.6 by the end of last year, 
and cash assets were so ‘slim that the company 
feared it could not pay $1.1 million due on an in- 
surance company loan. The Civil Aeronautics Board, 
though, made a payment that made this possible 
and now the company has a breathing spell until 
next November. 

During this six months period, the company hopes 
to benefit from its costly experience of recent years 
and to operate profitably. Additionally there is a 
chance that the RFC will grant a loan of $10 million 
and that airmail rates may be raised. In view of 
the Defense Program, it is more than likely that 
the Government will do evérything in its power to 
help all the airlines get on a profitable basis, al- 
though it may be quite a long time before some of 
them like TWA will be in a position to pay sig- 
nificant dividends. 

This concern is large and efficiently managed so 
that its future seems fairly secure in the long run; 
from a purely speculative aspect its shares at cur- 
rent low prices have merit, provided no reorganiza- 
tion becomes necessary later on. 











Line 


The market has again been ° 


“making a line,” as it did for 
about four weeks in February- 
March. In the former instance it 
reflected hesitation—a very closé 
balance between demand for 
stocks and the supply for sale— 
after a 16-point decline in the 
industrial average. In the present 
case, the stalemate came after a 
26-point advance. The only thing 
sure about it is that the “line” 
will soon be broken, possibly even 
before you read this. This column 
rules out any big set-back, unless 
caused by some surprising shock 
in the news. If that is right, the 
alternatives are a break-away on 
the upside very soon; or a back- 
away of 4 to 8 points in the in- 
dustrials, by way of -getting a 
fresh start on a summer rise. 
The chances for the summer move 
should be better after the choice 
by the nearby Republican nomin- 


ating convention has been made. 
Groups 


Measuring present prices 
against 1946 bull-market highs, 
the most depressed groups—some 
of which were cited here a fort- 
night ago—include air transport 
stocks, liquors, retail trade, drugs, 
dairy products, metal fabricating, 
printing and publishing, radio, 
movies, tires and utility holding 
companies. This does not neces- 
sarily mean that such groups are 
cheap. In fact, some of these 
groups may not get back to 1946 
highs. However, if there is a good 
rise in the general market this 
summer, there should be pretty 
broad speculative potentials in the 
more volatile retail stocks and 
utility holding companies; per- 
haps also—but the writer would 
bet less on it—in air lines, which 
are entertaining their best sea- 
sonal period. On a semi-invest- 














INCREASES SHOWN IN RECENT EARNINGS REPORTS 


II iii. cys Sivcantitavsecdbesscetpncabuatsoute 
Emerson Radio & Phonograph.................. 
SPN IIMIN oo oc osscencscssSia usbipaiuessuunbossaceuies 
NE IN coir pi pcvapanthsabbantsceusicesnnn 
King-Seoley Corp. .........ccccccorcsccssscsscsesseces 


Spalding (A. G.) & Bros................:ccceeeeee 
MUM TIE GORE i. cicii ccs ccccessescccisvecescocscnss 


1948 1947 
6 mos. April 30 $3.57 $3.07 
26 weeks May 1 1.52 1.41 
Year March 31 4.59 4.04 
9 mos. April 30 -97 .02 
9 mos. April 30 2.71 1.05 
26 weeks Jan. 31 3.39 1.79 
9 mos. April 30 4.81 1.69 
8 mos. April 30 1.70 1.27 
6 mos. April 30 1.55 1.48 
Year April 30 4.06 2.61 
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ment basis, the slower-moving 
drug and dairy stocks appear 
attractive. 


Low-Priced 


Assuming an extension of the 
bull market, the following selec- 
tion of low-priced stocks, all very 
far down from their 1946 highs, 
probably offers broad speculative 
promise on a percentage basis: 
Eastern Air Lines, Associated 
Dry Goods, Gimbel, Mercantile 
Stores, Electric Bond & Share, 
New York Central and Seaboard 
Air Lines. 


Auto Parts 


Ford Motor Company is re- 
ported contemplating the manu- 
facture of a considerably in- 
creased proportion of the parts 
it has heretofore bought from the 
accessory makers. This is capable 
of putting a distinct chill on auto 
accessory stocks. Even the best 
stocks in this group have always 
been more speculative than the 
best auto stocks because the bulk 
of the parts business depends on 
the favor — always capable of 
shifting — of the three big car 
makers. If you are bullish on the 
outlook for automobile business, 
it is usually a good rule to specu- 
late directly in auto stocks, rather 
than accessory stocks. 


Contrast 


Borg-Warner is the only acces- 
‘sory stock whose market per- 
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formance has been outstanding 
this year. Its recent new high of 
6414 topped the 1946 bull-market 
high (6134), as well as all pre- 
vious highs, including the 1929 
peak of 4334. There are two basic 
reasons for this. First, the major 
part of the company’s automotive 
business is in parts so essential 
and so effectively made that there 
is little risk of anyone being able 
to take the business away. Sec- 
ond, diversification in household 
equipment and a number of other 
lines has sharply reduced depen- 
dence on automobile business. In 
fact, the latter now accounts for 
less than half of sales. Borg- 
Warner probably will earn over 
$10 a share this year, against 
$8.28 last year; and, with extras, 
the dividends should easily be at 
least $4. However, you have to 
note that a stock is rarely a good 
new purchase when earnings, 
dividends and market prices are 
all at record highs, and far above 
past average levels under more 
normal demand conditions. 


Oil Chemicals 


Petroleum is an important raw 
material for a wide variety of 
chemical items; and most of the 
big oil companies now have chem- 
ical divisions or _ subsidiaries. 
With the oil stocks at or near all- 
time market highs, some quarters 
interested in stirring up still 
more interest in them are cur- 
rently making much of the “ex- 
citing” chemical promise in vari- 
ous oil equities. This column 
would like to point out three 
things. First, the chemical po- 
tentialities in the oil industry are 
scarcely more “exciting” today 
than they were a few months ago 
when the stocks were selling 
much lower than they are now. 
Second, in the case of no leading 
oil company are revenues or 
profits from chemicals more than 
a small fraction of those deriving 
from regular oil products. Third, 
the companies will remain pre- 
dominantly oil companies, and 
only incidentally chemical pro- 
ducers, for a very long time to 
come, if not permanently. Oils 
should be bought or held as oils. 
If you are interested in the fu- 
ture of chemistry, buy or hold 
chemical stocks. 


General Motors 
At the company’s recent annual 


stockholders’ meeting, General 
Motors’ Chairman Sloan said he 
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looked for at least two more years 
of high demand for automobiles, 
and said that he thought the com- 
pany could get back to a more 
liberal dividend policy, since the 
postwar expansion program has 
been substantially completed. For 
a decade through 1941, General 
Motors’ dividends approximated 
85% of earnings, compared with 
50.4% in 1947. Earnings for the 
first quarter of 1948 were $2.12 
a share, or at an annual rate of 
over $8. Hence the current divi- 
dend of 75 cents quarterly is 
around 37% of indicated earn- 
ings. Payment of $4 for the year 
would be relatively no more gen- 
erous than last year’s $3.00 pay- 
ment, but at the current market 
price of the stock it would yield 
about 6.3%. This column looks for 
a $1 quarterly rate pretty soon, 
plus a $1 extra later on; thus 
putting the stock on a $5 basis 
for the rest of the automobile 
boom. So figuring, the yield would 
be almost 8%. This _ prospect 
could induce some further rise in 
the stock; but in any event it is 
not “going through the roof”. 
General Motors, with a huge 
share capitalization, is normally a 
fairly sluggish stock : slower-mov- 
ing than the general list, slower- 
moving than any of the other 
automobile stocks. But latterly it 
has shown a good deal of life. 


Outriders 


With the averages doing little 
either way, a number of indi- 
vidual stocks have recently made 
new bull-market highs. The direc- 
tion of movement by the ‘“out- 
riders”, in this case an upward 
direction, is credited by many as 
having general market signific- 
ance. Actually, it is one of the 
least reliable indications of 
market trend. Whenever the aver- 
ages halt after a sharp rise, 
many stocks still move forward 


—something like the spray from 
a wave. The same is true in re- 
verse on declines. In March, when 
the industrial average fell to 
within about 2 points of the old 
bear-market low, scores of stocks 
made new individual lows day 
after day. It did not “indicate” 
anything. The average was sta- 
bilizing, with a big rise just 
ahead, while the outriders were 
behaving as if a new phase of 
the bear market was imminent. 
The nearby trend might be up- 
ward or reactionary, regardless 
of the fact that current action of 
the outriders “looks bullish”. 


Selection 


In choosing stocks for specula- 
tion over periods of six months or 
less, the matter of quality can be 
over-emphasized. True, the com- 
pany must not be under any im- 
portant cloud; but the stock need 
not be a “good investment’. If 
you are right on the general 
market trend, there is always the 
greatest promise of profit in 
stocks which have normally been 
volatile in market swings and 
which currently reflect above- 
average demand. A partial list of 
stocks meeting these require- 
ments includes Allied Stores, J. I. 
Case, Gillette, International 
Paper, Rayonier, Baltimore & 
Ohio, Celotex, Certain-teed, Mul- 
lins Manufacturing, Studebaker 
and Wheeling Steel. In any specu- 
lative list it is sensible policy to 
spread the risk by buying three 
to ten stocks, if at all possible, 
rather than one; for there can be 
no such thing as a guaranteed 
speculation. All this column can 
say is that, if there is a worth- 
while further advance in the 
market, the group cited is bound 
to rise more, as a group, than 
the industrial average. Equal as- 
surance cannot be offered for 

(Please turn to page 314) 
































DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
American-Hawaiian S. S............................ March 31 quar. $ .40 $1.00 
Central Maine Power........................:::008 12 mos. April 30 1.15 1.65 
Davega Stores .. ....................ccccceceeeeeeeeeess Year March 31 4.48 5.47 
Distillers Corp.-Seagrams .............. April 30 quar. -90 1.19 
Hall (F. W.) Printing.................... Year March 31 2.70 3.05 
International Harvester ...................... 6 mos. April 30 2.01 2.51 
Kennedy's, Une. ..............0cccccsccceereseseeeeee Apel 30 quar. -64 1.31 
Louisville & Nashville R. R....................... 4mos. April 30 1.37 2.30 
New England Elec. System......................... 4 mos. April 30 -40 53 
Radio-Keith-Orpheum .............................. 13 weeks April 3 34 58 
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The Personal Service Department of THE MAGAZINE OF WALL STREET will 
E 


answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Giveall necessary facts, but be brief. 


- Confine your requests to three listed securities at reasonable intervals. 


envelope. 


- No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


2 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4 
5 


- Special rates upon request for those requiring additional service. 





Paramount Pictures 


Please report recent earnings of Para- 
mount Pictures and the company’s plans 
for television investments. 

B.Y., Washington, D.C. 

Paramount Pictures, Inc., esti- 
mates its earnings for the first 
quarter ended April 3, 1948 at 
$7,760,000 after all charges in- 
cluding estimated provision for 
taxes on income. This amount in- 
cludes $1,846,000 representing 
Paramount’s direct and indirect 
net interest as a stockholder in 
the combined undistributed earn- 
ings for the quarter of partially 
owned non-consolidated subsidi- 
aries and approximately $650,000 
of non-recurring income. 

Effective with the beginning of 
the fiscal year 1948, the Company 
has excluded the earnings of all 
subsidiaries operating outside of 
the U. S. and Canada, except to 
the extent that dividends have 
been received from such subsidi- 
aries. The Company has con- 
tinued its practice of taking up 
film revenues from subsidiaries 
operating outside the U. S. and 
Canada only to the extent that 
such revenues have been received 
in dollars or are remittable under 
existing restrictions on remit- 
tances. 

Earnings for the quarter ended 
April 5, 1947 were estimated at 
$9,522,000 including $1,700,000 
share of undistributed earnings 
of partially owned non-consoli- 
dated subsidiaries. The $7,760,- 
000 of estimated combined con- 
solidated and share of undis- 
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tributed earnings for the quarter 
represents $1.11 per share on the 
6,987,039 shares outstanding and 
in the hands of the public on 
April 3, 1948, which compares 
with $1.30 per share for the quar- 
ter ended April 5, 1947 on 7,303,- 
972 shares then outstanding. The 
regular quarterly dividend of 50c 
per share on the common stock 
was declared payable June 25, 
1948 to holders of record June 4th. 
The Company is looking for a 
reasonably good second quarter 
according to Paramount’s presi- 
dent. He said the present quar- 
terly dividend appeared safe. 
Paramount does not plan to 
make special films for television. 
However, if at some time in the 
future there is a market that can 
be developed properly, the com- 
pany will produce films for tele- 
vision. Paramount has a very im- 
portant position in the industry 
through its investments in Du- 
mont Television Corp. and the 
company’s operation of television 
systems in Chicago and Los 
Angeles. Paramount has an appli- 
cation pending for a television 
station in Boston. The company’s 
original investment in Dumont 
Television Corp. of $164,000 was 
currently worth $8,500,000. 


Carrier Corporation 

Please furnish late earnings and new 
orders booked for Carrier Corporation. 
R.P., Milwaukee, Wisc. 

During the twelve months 
ended April 30, 1948, Carrier 
Corp., manufacturers of air con- 
ditioning, refrigeration and in- 


dustrial heating, completed con- 
tracts and sales of $55,050,376 as 
compared with $37,450,297 in the 
previous similar period. New or- 
ders booked total $46,139,159 as 
against $46,120,124 for the pre- 
ceding 12 months. 

Net profit for the period was 

2,349,697 after provision for 
taxes, certain non-recurring ex- 
penses and the reserve for con- 
tingencies, and was equal to $3.57 
per common share and this com- 
pares with $1,570,336 or $2.25 
per share for the twelve months 
ended April 30, 1947. 

Prospects for the current fiscal 
year continue favorable. 

A.T.F. Incorporated 

Please advise nature of business of 
A.T.F. Inc. and recent earnings and 
dividends. 

T.G., Lansing, Mich. 

Consolidated net income from 
operations of A.T.F. Inc. for the 
fiscal year ended March 31, 1948, 
was $4,514,697 before Federal 
Income Taxes, which compares 
with $1,392,854 for the preceding 
fiscal year. Net income after pro- 
vision of $1,900,000 for the Fed- 
eral Income Taxes was $2,614,- 
697, or $4.60 per share, from 
which the Board of Directors ap- 
propriated $300,000 as a reserve 
for replacement of plant, leaving 
a balance of net income trans- 
ferred to unappropriated earned 
surplus of $2,314,697, equal to 
$4.07 a share on the 568,101 
shares outstanding. The amount 
transferred to surplus in the pre- 
ceding year, after taking into ac- 
count a $95,822 adjustment of 
prior years tax refunds, was 
$913,676, equivalent to $1.61 per 
share. 

A.T.F. Inc. was originally in- 
corporated in 1892 under the 
name of American Type Founders 
Co. Through subsidiaries, it man- 
ufactures printers’ type, letter- 
presses and other offset presses 
and distributes a complete line of 
printers’ machinery and equip- 
ment; also makes metal furni- 
ture, sheet plastics, plywood and 
sound recording devices. 


(Continued on page 312) 


THE MAGAZINE OF WALL STREET 








Pa a ep ee ae 


a > ~~ s77rD 


J 





id 











Keeping Abreast of Industrial | 
¢ and Company News ° 


An eye that can see 6,000,000,000,000,000,000,000 
miles is already scanning the skies. This is the giant 
telescope atop Mt. Palomar, California, so powerful 
that the canals of Mars (if they exist) will be photo- 
graphed for the first time. The 200-inch telescope 
mirror was cast by Corning Glass Works and took 
twelve years to produce. 


A program to build five of the world’s largest 
tankers at a cost of approximately $30,000,000 has 
been announced by T. S. Petersen, president of 
Standard Oil Company of California. These will have 
a dead weight capacity of 28,000 tons and a volume 
capacity of 240,000 barrels. 


Willys-Overland Motors reveals that commencing 
August 1, bodies for its jeep station wagon and jeep 
station sedan will be furnished by Briggs Mfg. Co. 
The number of units to be supplied was not disclosed 
but officials stated that the arrangement was an- 
other step toward attainment of a production goal 
of 300,000 vehicles annually. 


A new type of Monel sheet for roofing purposes 
has been developed by a subsidiary of International 
Nickel Co. Based on experiences with earlier roofing 
installations, engineers estimate that roofs made of 
the material will last over 100 years. 


The old order changeth! American Locomotive 
Company has built the last of its steam locomotives. 
For the first time in a century, there are no steam 
locomotives on the company’s production line. Here- 
after, facilities will be devoted 100% to the manu- 
facture of diesel-electric locomotives. Spokesmen 
explain that the company was not intentionally go- 
ing out of the steam locomotive business but was 
conforming with the trend. 


Spiegel’s Mail Order House points out the fact 
that its 100-page mid-summer catalogue, recently 
mailed to customers, contains some of the lowest 
prices since the war. Among the items is a “dreskit” 
which includes enough material to make a cotton 
dress on your own for $1.79. 


Magnesium sheet and special shaped extrusions, 
formerly manufactured by Revere Copper and Brass, 
for use in the manufacture of lightweight truck 
bodies, are now being manufactured and stocked by 
the Dow Chemical Company. They will be readily 
available about mid-June at prices averaging 28% 
below previous figures. 

Indicative of its wide activities, Blaw-Knox has 
recently been awarded two construction contracts. 
One calls for the building of a new 200-tons per 
day soybean extraction plant for Ralston Purina; 
the other for the construction of a silicon carbide 
furnace plant to manufacture abrasives for the Car- 
borundum Corp. 


A new tuning head for television sets that is ex- 
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pected to save manufacturers about 33% has been 
developed by General Instrument Corp. According 
to company officials, the new head is the first to 
employ the variable condenser principle. 


National Biscuit Company will construct a new 
plant in Portland, Oregon, on a 25-acre tract re- 
cently purchased from the Union Pacific Railroad 
for $6,000,000. The new bakery will be designed to 
produce an estimated $1,500,000 worth of goods each 
month for distribution in Oregon, Washington, 
Idaho, Alaska, and northern California. The plant 
is expected to be in operation early in 1950. 


General Electric has invented a meter without 
bearings. A rotating disk, floating in air and sus- 
pended in space by the interaction of two tiny mag- 
nets, eliminates the need for sapphire jewel bearings 
formerly used, which have been the major item in 
meter maintenance in the past. 


City dwellers who suffer from the heat but cannot 
afford complete air conditioning systems for their 
quarters may find relief in a new powerful fan de- 
signed to blow hot air out of a room. Such a fan 
has been developed by Westinghouse Electric Corp. 
It sells for less than $70 in a New York department 
store. 


Warner & Swasey Company has introduced a mul- 
tiple gripper-shuttle loom in which cloth is produced 
at more than two- and one-half times the speed of 
conventional looms. Spokesmen claim that even 
greater operating rates can be achieved, depending 
on the strength of the yarn being woven. 


Two-color radar, developed by International Tele- 
phone & Telegraph Corp., will enable the U. S. Air 
Force to identify instantly enemy aircraft and mis- 
siles. It will also make possible instant identification 
of airliners and other aircraft, and revolutionize 
the present haphazard control of aerial highways. 


Charles F. Kettering, vice-president of General 
Motors Corp., is of the opinion that the present is 
a period of unlimited opportunities rather than un- 
limited troubles, as some people seem to think. 
Stressing the value of research in improving living 
conditions, he cites the fact that there are already 
in existence engines which are 40-50% more efficient 
than those in current use. 


Archer-Daniels-Midland Co. is introducing four 
revolutionary oils that are entirely new in their con- 
cept and use in the paint. varnish, and protective 
coating industry. These oils, first of a series to be 
known as Admerols, are fundamentally produced 
from linseed and soybean oils. They set unusually 
fast, dry thoroughly, and have high gloss and color 
retention. 
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Whats Qhead for Business? 


By E. 


General business activity continues as a high rate, further 
edging towards the year's previous peak with the GM wage 
settlement brightening the immediate outlook by insuring 
ao absence of strike interrup- 

tions in major industries. 
| BUSINESS ACTIVITY|| | While some strikes may yet 
PER CAPITA BASIS ——_} 
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200 — severe than anticipated prior 
to the GM agreement. A 

7 further reassuring note is 

190 seen in an apparently more 


conciliatory attitude by John 
of L. Lewis; but unpredictable 
as the miners’ leader is, it 


160 — remains to be seen whe’her 
, Two he really means it. 

WEEKS The optimism reflected b 

170 ed besten tee real caulien: 
Backlogs of orders have in- 

creased again and the trend 

160 could carry them back to 
YEAR the February high level. 

aco The influx of new orders is 

sii particularly noticeable in 
capital goods industries, 


aided by the first trickle of 
defense orders which hence- 
forth may play an increas- 
ing role, The Army in the 
next twelve months is under- 
stood to intend purchase of 
substantial amounts of new 
equipment, and expects in- 
dustry to do its part in sup- 
plying it “even if its produc- 
ont tion interferes with normal 

1930 peacetime manufacturing 
operations.” This warning 
need not be viewed with too 
much concern at this time. 
There is growing confidence 
that steadily expanding in- 
dustrial production will les- 
sen the impact of both ERP 
and defense spending, pro- 
vided that the latter remains 
within currently projected 
limits. 
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True, there will be some pinches, particularly as far as steel 
is concerned. It is estimated that essential and emergency 
needs will henceforth require some 17 million tons of steel 
annually, while the same programs currently account for about 
13 million tons. The balance of 4 million tons must be obtained 
at the expense of non-essential civilian production. Hence 
renewed talk of revival of shortages in the appliance field, 
even of a return to a sellers’ market in major appliances, where 
steel is a substantial factor. Refrigerators and stoves, it is 
understood, are already being returned to an allocation basis 
by some manufacturers. And in time, the steel pinch may even 
slow new car output. 

Business of course has its cross currents, but they aren't as 
yet very serious. And despite rising prices, retailers are con- 
fident that trade volume will keep up its margin over last year. 
There is a good deal of “trading down” by customers, they 
report; and this in turn means revising price lines towards 
middle and lower price brackets, where consumer resistance 
is less pronounced. 


Price Trend Still Up 


But while the dog-chase-tail game of wages and prices 
admittedly must end some time, that time apparently is not 
yet. Prices, with few exceptions, are firm and tending higher. 
Third round wage increases will almost certainly have price- 
raising effects on manufactured goods. General Electric's 8%, 
pay rise offer may speed the crumbling of big industry's hold- 
the-wage-line front, already severely shaken by the General 
Motors settlement. Recently announced price increases on 
autos (Ford), carpets, clothing, tractors and other industrial 
products illuminate the trend. , 

Little wonder that Secretary Snyder again warns that the 
nation “must be constantly concerned” over new inflationary 
trends, speaking with particular reference to rapidly mounting 
instalment credit. Mr. Snyder is looking for new ways of com- 
bating inflation; obviously his insistence on maintenance of 
the Administration's easy money policy is not one of them. 

Of no little concern to business are indications that it may 
not be possible to “hold the line” on steel prices. It will be 
difficult, it is thought, in the face of higher freight rates, and 
coal, too, may go up. Should the steel industry be forced into 
wage concessions, as is not unlikely, the joint impact of these 
factors may force higher steel prices as well, atfecting most 
manufacturing industries. 

Of particular interest to business has been the latest Federal 
Reserve Board survey of consumer demand, bringing out the 
encouraging fact that the backlog of demand is still strong, 
and that the financial means for its satisfaction exist. Previous 
surveys had consistently understated the strength of demand; 
whether this is true of the latest one remains to be seen. 
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The Business Analyst 


HIGHLIGHTS 





MONEY AND CREDIT—The Federal Reserve Board increased 
reserve requirements of member banks in New York City and 
Chicago to 24% from 22%, effective June 11, an action de- 
scribed as a further step towards restraining inflationary ex- 
pansion of bank credit. Financial opinion is that the Board 
thereBy has “wasted a shot out of a very small store of anti- 
inflationary ammunition left to it.” The increase will require 
New York banks to put up an additional $400 million of re- 
serves, and Chicago banks $100 million. Funds available for 
lending and investment will be cut accordingly, and the banks 
will be forced to sell Government bonds to meet the new re- 
quirements. In contrast with the Treasury's easy money policy, 
it may mean eventually higher rates on business loans. But 
there is little prospect at the present time of a further upward 
change in the nee ni rate. 


TRADE—Reflecting confidence in the future outlook, retailers 
have been placing their orders for fall in a liberal manner. 
There has been some rearranging of price lines toward the 
middle and lower price brackets and emphasizing earlier 
deliveries. Sales volume is keeping up its satisfactory margin 
over last year. Retail buying has been brisk, with seasonal 
merchandise doing well. Wholesale volume continues steady 
at a high level, with buyers continuing to stress quality at mod- 
erate prices, but generally less cautious than a year ago. 


INDUSTRY—Industrial production in May is expected to have 
snapped back to 190% of the 1935-39 average compared 
with the April dip to 187%, resulting from the coal strike. Our 
own Business Activity Index currently stands at 169.3 (on a per 
capita basis), close to the year’s high. There is increasing con- 
viction that the outlook for the balance of the year remains 
good, with operations perhaps on a sounder basis since Gov- 
ernment spending is not likely to set up important inflationary 
pressures in the period immediately x es ; 


COMMODITIES—Prices, approaching their January peak, 
continue firm with the exception of some agricultural products. 
The cost of living remains at a new high. Average primary 
market prices continue to advance and are now at 164.4%, of 
the 1926 average as against 162.6% on May 1 and 147.4%, 
a year ago. A soft spot continues in cotton textiles although 
there are several reasons for assuming that they will carry along 
all right for a few months. Meat prices continue upwards. 


Cy. 
UO 


Steel Production for the week of June 7 is scheduled at 
96.1%, of capacity compared to 96%, a week earlier and is 
likely to remain around this level for some time, since coal 
pas remain insufficient to maintain a higher operating rate. 
—— of another coal strike looms as biggest cloud on the 

orizon. 





*  * . 

Civil Engineering Construction Awards totaled $535 
million in May, an average of $133.7 million for each of the 
four weeks of the month. This average is 14°/, below the weekly 
average for April but 30%, above last year. Total engineering 
construction for the first five months of 1948 amounted to 
$2,737 million, an increase of 27°, over the corresponding 
period in 1947. 


ae. Tee 
Consumer Credit rose to $13.6 billion in April, up 28°, 

from a year ago. All the April rise was in instalment credit, 

which rose to $2.8 billion. Despite the new peak, however, out- 
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standing consumer credit is still below prewar in relation to 
disposable income, hence not regarded as an immediate 
source of concern. Still there is ample evidence that the trend 
continues strongly upwards. 

* * * 

The slackening activity in the Furniture Industry which 
started in February 1948, has continued and becomes more 
pronounced in April though the decline in volume in that 
month was not serious. New orders are increasing somewhat, 
but generally retailers are continuing to hold large inventories. 
and some of them are deferring new orders until the further 
outlook clarifies. 








* * 

Chain Store and Mail Order Sales in April had a dollar 
value 11% above the comparable period last year, with the 
April total listed at $2,272 million. Largest gains were scored 
in durable goods, continuing a recent trend. 

* * * 

Sales of Manufacturers in April dropped 4%/, below the 
March figure of $18.3 billion, and amounted to $17.3 billion 
for the month. Inventories reached a new high of $29.1 bil- 
lion, up from $28.8 billion in March, with durable goods ac- 
counting for $13.5 billion vs. $13.4 billion and non-durable 
goods for $15.5 billion vs. $15.4 billion. 

2 4 

April sales by Wholesalers rose 2°, on a seasonally ad- 

justed basis, over March for a total of $5,551 million, of which 
(Please turn to the following page) 


308 
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Latest Previous Pre- 
Wk.or Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—Sb (e) | Moy 1.01 120 1.19.55 (Continued from page 301) 

Cumulative from Mid-1940 May 365.4 365.5 350.9 13.8 | $2,082 million were durable goods. Lumber 
and building materials sales increased 
FEDERAL GROSS DEBT—Sb May 29 252.3 252.1 258.5 55.2 | 60%, while Santee and house furnish- 
i ings decreased 4% from March. Inven- 
MONEY SUPPLY—Sb ; tories at the end of April stood at $5,763 
Demand Deposits—94 Centers___ | May 26 46.8 46.3 46.3 26.1 million compared with $5,823 million in 

Currency in Circulati May 26 27.7 27.7 26.2 10.7 March and $4,844 million a year agg, 

- ee 

“| BANK DEBITS American Imports dropped from a 
New York City—$b May 22 9.4 8.3 shed 4.26 | record high of $666 million in March to 
93 Other Centers—$b May 22 13.4 11.7 10.6 7.60 | $527 million in April, the lowest figure in 
PERSONAL INCOMES—$b (ed3) | March 208.5 207.7 1906 1020 _‘| five ee — — ~ 
| Sclories ond Wages__ __| March 127.1 127.1 117.0662 ale rom $1, f uae ra “a stig h 
| Proprietors’ Incomes March Bw » eS 
ntinae oe onal meee ee “a ne 100 | included initial shipments under the Euro- 
= ioe Shieh Int 3109 30 | pean ey Pe om mney adel 
rye ion. The import drop came after three 
(INCOME FROM AGRICULTURE) | March Se = hi months of scties Moca of it, the 
CIVILIAN EMPLOYMENT—m (eb) | April 58.3 57.3 56.7 51.8 trade gap—excess of exports over imports 
Atsiedinsil: Sinademnas ted April 15 68 8.9 8.8 —rose to $594 million in April from $475 

Employees, Manufacturing (Ib)__| April 159 = 15.8154 ~~ 13.8—_‘|_-millionin March. “ 

Employees, Government (Ib) April ste 9 8 - Auto Tire Sales are _ reboundin 
UNEMPLOYMENT—m (cb) nl a - - - sharply as a result of a strong upsurge in 
FACTORY EMPLOYMENT (1b4) | March 156 «155. =Ss154 = 47._~—«|: demand in recent weeks. Hence the indus- 

ra ee a March 183 183 181 175 - is revising upward its estimates of prob- 
ei teinehihe Meads one 135 135 133 123 a le 1948 sales and earnings. Larger than 
FACTORY PAYROLLS (1b4) March 348.9 344.7 314.1198 anticipated sales for replacements, and 
growth in sales of special rubber goods 
FACTORY HOURS & WAGES (1b) lines, other than tires, have contributed to 
Weekly Hours April 40.0 40.3 40.0 40.3 a substantial recovery of profits for the first 
Hourly Wage (cents) April 29.0 129.1 118.6 "78.1 | three months, = 
Weekly Wage ($) April -s oS a oe Government Controls over tin, anti- 
PRICES—Whelesale (1b2) May 29 1644 1635 «(147.4 ~—-92.2_—«| ony, fats and oils, rice and fertilizer were 
Retail (cdib) Merch 198.6 189.0 1772 1162 | reinstated by the President's signing of an 
extension of the Second Decontrol Act of 
COST OF LIVING (1b3) Aprill5 «169.3. '166.9 156.2 ~—110.2._: |_| 947 to June 30, 1949. These controls had 
Food April15 202.9 202.3. ««*188.0 113.1 | temporarily expired on May 31. 
= peat os a nen a ic _ Building Materials Output has been 
: , : ; rising to meet demand from the booming 
RETAIL TRADE—Sb construction industry. Overall production 
Retail Store Sales (cd) March 10.60 8.92, 9.28 4.72. | lumped 15%, in March with all major ma- 
i eaech ak. stetillh 242 1.14 | tetials sharing in the increase. The Lumber 
none — nen 795 678 7.16 3.58 | Market is much firmer now than it was in 
Dep't Store Sales (mrb) a ia ed pape aed the first quarter. Demand is on the upgrade 
Retail Sales Credit, End Mo. (rb2)_| March 9.77 930 7.10 5,46 | DUt prospects point to another year of rec- 
ord breaking production. 
MANUFACTURERS’ A: Ps 
New Orders (ed2)—Tetel eee 264 251 249 181 _ Demand for capital goods, as reflected 
Durable Goods iad 324 987 288 271 in new orders by a large group of Capital 
ShatMenetiie Danie March 227 229 226 157 Goods Manufacturers, is improving. A 
Shipments (ed2)—Total March 327 325 292 184 gain in orders received in May, compared 
Durcble Good taech 375 360 319 223 with April, is believed to have been stimu- 
Neos-Durable Goods icin 999 307 277 158 lated by increased confidence in the busi- 
ness outlook among buyers of capital 
| BUSINESS INVENTORIES, End Mo. goods. Other contributing factors are the 
Tote!l—$b (cd) Sail 48.7 473 41.0 26.7 enlarged defense program, the ERP and 
the revival of retail trade. Capital goods 
| Manufacturers’ March 288 8628.8 25.4 15.2 | order backlogs are currently equal to about 
Wholesalers co ys = = four months’ production for the average 
Retailers are . . . 
Dept. Store Stocks (mrb) March ow wo aw * * 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—i—pe May 29 169.3 169.0 161.0 141.8 The Federal Reserve Board's decision to 
(M. W. S.)—+—ap May 29 191.1 189.7 179.0 ‘1465 raise reserve requirements by an additional 
INDUSTRIAL PROD.—1—anp (rb) | April 186 192 187 174 2% will cost New York City banks a mini- 
Minerals April 140 140 143 133 mum of $4 million in annual operating 
: Durable Goods, Mfr co 7 a Fe > earnings and may thus speed the time when 
Non-Durable Goods, Mfr______| “pr! interest rates on bank loans are further in- 
CARLOADINGS—1t—Toral May 29 905 845 830 833 creased. Some opine that the current base 
Manufactures & Miscell May 29 393 380 361 379 rate of 134%, on short term loans to prime 
Mdse. L. C. L. ae - ‘— _ = credit risks may rise to a flat 2% before 
| Grain y the end of the summer. 
) * * * 
ELEC. POWER Output (Kw.H.)m May 29 5,076 5,085 4,429 3,267 ; 
’ mi ae ee =e can _ Total new Rubber Consumption in the 
SOFT COAL, Prod. (st) m Man 26 2294 21581 2636 446 U. S. declined to 85,281 long tons in April, 
| Cumulative from Jan. |___ ay : . . f 92.666 t ry mel py et 
End Mo April 344 43.6 424 61.8 | from 92,666 tons in March, with consump- 
’ tion for the first four months off 7.5% from 
- PETROLEUM—(bbis.) m sie - ei - ye the same period last year. Natural rubber 
; ——— May 29 107, 108. 95 86 consumption in April came to 50,651 tons, 
> Fuel Oil Stocks May 29 55 52 45 94 the balance consisting of synthetic rubber. 
> Heating Oil Stocks May 29 38 36 34 55 * * * 
J Anti-Trust Activity, always a favor- 
May 29 470 494 440—s«é32 rust , always a 
} Lier ted to. (od) M4 Mech 5.6 5.6 5.1 12.6 able pastime in an election year, is blos- 
- April 6.22 761 7.04 4.96 | soming out. The FTC has issued restraining 
STEEL INGOT PROD. (st.) m April 28.5 220. 279 74.7 | orders against a group of tile manufactur- 
J Cumulative from Jan. | ers, and other industry groups, charging 
h ENGINEERING CONSTRUCTION |, , ve — ia i price fixing by use of zoning methods. 
: AWARDS—Sm (en) ied 2,872 2,737 2,305 + «5,692 i ee 
; Cumulative from Jan. | ; ; ; ; Per Capita Personal Income after 
MISCELLANEOUS taxes is at an estimated $1,290 in the sec- 
Paperboard, New Orders (st)t___} May 29 180 170 18! 165 ond quarter compared with $1,278 in the 
s beg — a End Month ae ates B.. a Bi B.. first, largely due to a cut in withholding 
> . S. Newsprint Consumption (st)t_ arc <ieheilee 
t Do., Stocks (mpt) End Month (st)t| March 443 448—«423 523 Seer ye bies I. a a . indicated 
Pneumatic Casings Production—m__| March 6.8 6.3 7.9 4.0 OF INS INE GUANSE, INE FESUN CY WAGS MESS 
Anthracite Coal Production (st}m__ | March 49 4.6 49 3.8 of fuller reflection of tax cuts. 
; b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100}. cd3—Commerce om 
e seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—I00), using Labor Bureau and 
n Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureav. !b2—Labor Bureau 
f (1926—100). !b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
J and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. po— 
Per Capita Basis. teed Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Theusands. 
: ' THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
g No. of 1948 Ind (Nov. 14, 1936, Cl—100) High Low May 28 June 4 
n Issues (1925 Close—100) High Low May 28 June 4 100 HIGH PRICED STOCKS___.__ 90.3 75.27 90.3B = 90.2 
- 312 COMBINED AVERAGE _____ 149.4 119.0 149.4B 148.0 100 LOW PRICED STOCKS.______ 177.5 135.10 I77.5A 174.7 
r 4 Agricultural Implements _ 227.7 178.8 227.3 227.78 6 Investment Trusts ss 69.1 50.0 69.1B 68.3 
n Wl Aircraft (1927 Cl—100)_._ 189.9 134.3 187.3 183.6 3 Liquor (1927 Cl.—100)___._ 799.6 637.7 799.6A 790.8 
6 Air Lines (1934 Cl—100)_. 516.3 430.3 508.5 494.3 9 Machinery _- SS s«éd'5V 136.8 175.98 174.5 
» 6A t 101.5 78.7 101.5A 99.0 > Mew Cree 5. IES 89.8 121.5A 120.7 
= 13 Automobile Accessories __._ 218.7 171.1 218.5 218.7A 3 Meat Packing _._________ 109.4 92.0 109.4 108.2 
12 Aut bil 40.3 31.4 40.2 40.3A 13 Metals, non-Ferrous 184.5 138.0 184.5A 181.4 
3 Baking (1926 Cl—100)___._—:19.7 16.4 19.5 99.7A 4 Paper 46.9 34.1 46.9Z 46.6 
3 Business Machines _.__._._ 292.0 224.7 290.9 292.0A 24 Petroleum — > —SESSSSSs«2778..7 199.5 278.7Z 278.3 
2 Bus Lines (1926 Cl—100)__._ 163.0 133.4 156.2 154.1 19 Public Utilities oo 118.2 97.8 118.2A 117.3 
il 5 Chemicals _.. ss sa264.6 221.6 264.68 264.3 5 Radio (1927 Cl—i00)___.__ 25.2 17.6 25.2B 24.9 
A 2 Coal Misiag 2 «60242 14.7 24.2B 23.4 8 Railroad Equipment ____.__ 65.9 52.9 65.9A 65.8 
d 4 Communication _.- —————d554.3 42.3 54.3A 53.4 24 Railroads 27.5 20.5 27.4 27.0 
je 14 Construction _._-——S 770.0 56.6 70.0B 69.7 3 Realty 26.6 21.1 26.6A 26.3 
° 7 Containers 340.7 287.1 340.7A 336.2 2 Shipbuilding _-__ “139.0 102.3 135.3 134.0 
- 9 Copper & Brass__.__—sd''65 92.0 116.5B 114.8 3 Soft Drinks _ i565 431.2 461.0 454.5 
al 2 Dairy Products 58.9 50.7 58.1 58.9A 14 Steel & Iron. s«é*‘”C'7.97 96.2 117.7 117.9A 
ie 5 Depart t Stores 70.3 53.9 70.3A 69.6 3 Sugar 51.5 44.8 50.8 50.6 
d 6 Drugs & Toilet Articles... 1180.5 149.8 180.5A 177.5 2 Sulphur 265.9 206.6 265.9B 262.9 
| 2 Finance Compani 256.7 199.4 251.9 256.7A 5 Textiles 167.3 118.9 166.0 167.3B 
Is 7 Feed Broads wns 1760 152.8 175.2 174.8 3 Tires & Rubber 32.8 27.5 32.8 32.3 
ut 2 FOOG SIOTOG ascrcciericncn 6F5 59.7 66.0 65.7 6 Tobacco 69.3 62.4 68.4 67.9 
e 3 Furniture 86.4 70.9 85.3 86.4A 2 Variety Stores _.____ 325.3 286.9 324.5 325.3A 
3 Gold Mining _.___E——«S7582.1 694.2 734.4 728.2 17 Unclassified (1947 Cl—100) 108.3 90.0 108.3A 106.9 
mee New HIGH since: A—1947; B—1946; Z—All time HIGH. 
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Trend of Commodities 





Beneficial rains in the Northwest, together with attempts in 
Congress to make a substantial slash in the funds to be appro- 
priated for foreign aid, reversed the price trend in wheat and 
other grains. Saker responsive to buying, wheat consequently 
lost earlier gains. While it still remains to be seen, whether and 
to what extent foreign aid funds will be cut, traders are fearful 
that any reduction in funds will mean smaller wheat exports. 

So far there is no official report on how much wheat will be ex- 
ported in the coming crop year.but there have been tentative 
estimates of some 300 million bushels to be shipped in the 
form of grain and flour. Any reduction in this amount would 
be regarded as bearish, pending final estimates on the winter 
and spring wheat crops. A dry weather scare lifted corn prices 
temporarily but most of the gains were wiped out on prospects 
of some relief. This year's crop has been planted in good sea- 


son and reports generally indicate an excellent stand. Oats 
prices followed the pattern of other grains receding sharply 
from earlier tops. ECA developments likewise influenced liqui- 
dation of cotton, bringing about a softening of prices. Reflect- 
ing indecision pending possible cotton purchases by foreign 
nations under the ECA, trading interest was relatively low, 
further influenced by ECA Administrator Hoffman's statement 
that he would not want any country to use ECA funds for cotton 
or any other commodity that might be priced too high. Con- 
tinued delay on the $150 million revolving fund bill (for foreign 
cotton purchases) still in the hands of the House Armed Services 
Committee also acted as a drag on sentiment. Meat produc- 
tion for 1948, officials estimate, will fall 10% below 1947, with 
another drop of 7%, or 8%, forecast for early 1949. At current 
rate of consumption, this spells continued bigh meat prices. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES } 
Spot Market Prices — August, 1939, equals 100 
Date 2Wk. IMo. 3Mo. 6Mo. 1Yr. Dec.6 Date 2Wk. I\Mo. 3Mo. 6Mo. 1Yr. Dec.6 
June 8 Ago Ago Ago Ago Ago 1941 June8 Ago Ago Ago Ago Ago 194! I 
28 Basic Commodities ____ 330.6 322.8 319.6 317.3 352.5 299.8 156.9 7 Domestic Agriculture _ 393.2 390.8 375.7 367.8 409.9 351.2 163.9 
11 Imported Commodities 283.7 277.5 274.5 276.6 306.8 271.1 157.5 12 Foodstuffs 420.7 408.1 401.9 390.4 443.9 359.0 169.2 
17 Domestic Commodities 365.0 356.1 352.7 346.8 385.7 319.9 156.6 16 Raw Industrials 277.5 275.2 274.0 268.6 291.5 261.6 148.2 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
MAR. APR. MAR. APR. AY N 
170 ' w MAY JUNE 170 mM JUNI 
MAGAZINE OF [ 
WALL street 'NDEX DOW-JONES 
« {COMMODITIES INDEX I 
160 s 
I 
], 
al t 
150 t 
a 
Pp 
| v 
i 
| t] 
n 
14 Raw Materials, 1923-5 Average equals 100 age 4-26 equals 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 _ — wr! 4 
1948 1947 1945 1943 1941 1939 1938 1937 1948 1947 1945 1943) 1941 193919381937 
High ____ 163.6 164.0 95.8 92.9 85.7 78.3 65.8 93.8 High 168.63 175.65 106.41 96.57 84.60 64.67 54.95 82.44 u 
Low ______ 150.6 1264 93.6 89.3 743 61.6 575 64.7 Low 144.24 117.14 98.96 88.45 55.45 46.59 45.03 52.03 Dp 
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Around the World 


with JOHN LYONS 








F saiteians Europe as a single economic 
unit as, realistically, it must be viewed, the Con- 
tinent’s fundamental economic problem today is the 
adverse balance of payments with the rest of the 
world together with the attendant dearth of “hard” 
currencies to maintain essential imports. Balance 
of payments difficulties are directly felt primarily 
in Western Europe, and most acutely by the rela- 
tively few countries which before the war controlled 
the bulk of Europe’s trade. But indirectly they 
affect all European nations in that they tend to 
curtail severely the total credit available. 

The situation, of course, has been immensely ag- 
gravated by the effects of the war and by the fact 
that the proportion of European trade now con- 
ducted with the U. S. has enormously increased. 
Hence the need for heavy U. S. credits, for the 
grants we have made, for the European Recovery 
Program. Hence also the urgent necessity for step- 
ping up European exports in an effort to correct 
the trade deficits, which for Europe as a whole 
formed a gap of something like $5 billion last year. 


Obstacles to Europe’s Export Drive 


Europe’s export drive, however, though under- 
taken with vigor, is not coming up to expectations. 
The reason is simple: Prices are too high! And 
prices are becoming increasingly important in world 
trade as buyers are getting more selective and 
sellers face more competion. Both British and 
French exports feel this handicap increasingly, the 
latter despite the currency adjustment undertaken 
some time ago. The basic reasons, and this applies 
to most of the European countries, are high costs 
arising from inflated internal price levels, inefficient 
production methods, heavy taxes, relatively low 
worker productivity. Also, the cost of raw material 
imports has been rising faster, in many instances, 
than the value of exports, a development that has 
not been conducive to maintenance of stable export 
prices. 

It is a situation that bears careful watching. For 
unless the situation can at least be partly rectified, 
possibly with the aid of further currency adjust- 


ments, Europe’s economic troubles may further in- 
crease, despite ECA. The latter can be no panacea. 
It cannot work without purposeful and practical 
cooperation of all European nations. 


Lagging Intra-European Trade 


In contrast with production, where substantial 
progress has been made in recent months, the re- 
covery of trade among western European nations 
has lagged. Thus in 1947, the volume of intra- 
European trade was only a little better than half 
of the 1938 volume. There are complex reasons for 
this slow revival. The country most active in Europ- 
ean trade before the war, Germany, has few goods 
to exchange. And the relatively few goods which 
western European countries could exchange among 
themselves have generally been either less essential 
or less favorably priced than the goods which the 
U. S., for instance, could supply. Europe had to turn 
to this country for needed food, raw materials and 
equipment. In contrast with the lag in European 
trade, Europe’s imports from overseas last year 
were 7% above the 1938 level. 


But perhaps the greatest obstacle has been cur- 
rency disorder which made it extremely difficult not 
merely to expand but to balance intra-European 
trade. The various countries have been distrustful 
of each other’s currencies and most of their trade 
was conducted on a bilateral basis. And though the 
scope of such trade has broadened, it presented 
vexing problems regarding the handling of net bal- 
ances. Clearing arrangements have not worked very 
well. Intra-European credits could help bridge the 
gaps while reconstruction proceeds with the help of 
ECA; but a prerequisite to this solution would seem 
to be a re-ordering of currencies in order to make 
it practical. 


Swedish Problems 


Individual problems of course vary considerably. 
Thus Sweden, less distressed by the war than most 
other European countries, sees a better market 
ahead for her export (Please turn to page 314) 

















PLANT 
LOCATIONS 


IN A SYSTEM SERVING 


2,193 
COMMUNITIES 


Affiliates of this company serve 2,193 
communities in the States of Indiana, 
Kentucky, Michigan, New Jersey, Ohio, 
Tennessee, Virginia and West Virginia. 


Confidential inquiries for information 
regarding plant sites, natural resources, 
labor supply, housing facilities, and other 
data desired for industrialists seeking fa- 
vorable location should be addressed to: 


L. L. Davis 


Director Industrial Development 
AMERICAN GAS AND 
ELECTRIC COMPANY 
SYSTEM 
30 Church Street New York 8, N.Y. 
COrtlandt 7-5920 


On request, we will send industrialists 
a large map in eight colors showing our 
power lines and the principal natural 
resources of the area served. 














Westinghouse vs. 
General Electric 





(Continued from page 292) 


and Westinghouse has provided 
considerable equipment in experi- 
mental projects. This appears to 
offer potentialities for larger vol- 
ume of production in standard 
products. 

General Electric has been oper- 
ating the Hanford Works in 
Washington State for the United 
States Atomic Energy Commis- 
sion, and this arrangement has 
enabled the company to concen- 
trate much of its research efforts 
on development of atomic energy. 
A demonstration of production of 
power from atomic energy power 
plants is regarded as possible 
within the reasonably near fu- 
ture. The company realizes, how- 
ever, that many scientific and 
engineering problems must be 
solved before atomic energy can 
be converted to commercial use. 

General Electric has devoted a 
great deal of research effort to 
weather phenomena and feels 
that much progress has_ been 
made in gaining knowledge that 
will prove beneficial to mankind. 
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Some of the possibilities in this 
direction listed by the company 
include: Control of moisture sup- 
ply in arid areas, prevention of 
excessive snowfall in cities, pre- 
vention of hail, elimination of 
icing hazards in air transporta- 
tion and of overcast conditions 
around airports and also, mini- 
mizing effects of tropical hurri- 
canes. 

The company’s jet engine de- 
signs received official recognition 
for excellence from the National 
Aeronautic Association and GE 
designed engines powered seven 
new designs of military aircraft 
which made initial flights last 
year. The Douglas Skystreak set 
a new world’s record for air 
speed at 650 miles an hour. Plans 
for an improved engine with 
more thrust than any types pre- 
viously designed by GE have been 
announced. 

General Electric also is aggres- 
sively studying potentialities of 
the gas turbine engine, already 
adapted to jet propelled airplanes, 
for other uses such as for loco- 
motives, ship propulsion and in- 
dustrial power plants. The com- 
pany has completed a 4,800 horse- 
power gas turbine power plant 
for locomotive drive which is un- 
dergoing’ tests; and a 5,000-kilo- 
watt generator set for power 
stations, driven by a gas turbine, 
is scheduled for production this 
year. 

In older products GE is devot- 
ing much of its facilities to sup- 
plying generators and _ other 
equipment for electric utilities. 
Expansion in domestic utilities 
has been unable to keep pace with 
growing demand despite the fact 
that some 2 million kilowatts of 
new generators were installed 
last year. Plans call for installa- 
tion of about 5 million kilowatts 
annually in the next several 
years. General Electric expects 
to supply a large part of the 
steam turbines required for driv- 
ing the generators. 

Among household appliances, 
GE has introduced a new combi- 
nation refrigerator and home 
freezer as well as a new electric 
range and a new type of electric 
iron. The company expects to 
produce more radios this year 
than ever before and has impor- 
tantly expanded production of 
television transmitters and allied 
equipment for the large number 
of new stations being built. A 
newly designed all - automatic 
washer is another household item 
that is expected to contribute 


substantially to 1948 volume. 

Getting back to a comparison 
of operations under today’s con- 
ditions, latest results point to a 
slight edge for Westinghouse. In- 
dications now suggest that the 
smaller company may show some- 
what better earnings progress 
for this year, although admitted- 
ly forecasts are hazardous pend- 
ing solution, of wage negotiations 
and other developments. The 
seeming advantage for Westing- 
house may be attributed to at- 
tainment of relatively more satis- 
factory profit margins on heavy 
electric apparatus. Household ap- 
pliances, on which competition 
has become keener in _ recent 
months, account for only about 
one-third of Westinghouse sales, 
it is believed. 


Recent Operating Results 


General Electric reported for 
the March quarter sales of about 
$366 million, an increase over 
last year of about 40% on which 
earnings equal to 88c a share 
were realized. This compared 
with 62c a share in the corre- 
sponding period last year. West- 
inghouse reported first quarter 
sales this year of about $209.7 
million, an increase of almost 50 
per cent over the $140.1 million 
volume for the corresponding 
period last year. Indicated net 
profit for the March quarter was 
equal to 96c a share, against 
81c in the first three months last 
year. A projection of these figures 
points to the probability that 
Westinghouse sales for the year 
may approach the company’s 
wartime peak of $830 million 
and that earnings may approxi- 
mate $4 a share. 


Basis for an optimistic view 


for both companies is found in 
the strong demand for generat- 
ing facilities for public utilities. 
Westinghouse officials recently 
estimated that to meet growing 
demand for power, the country’s 
electric companies would be com- 
pelled to increase capacity by 95 
million kilowatts in the next few 
years. This would represent an 
80 per cent increase over present 
installed capacity. 

It may seem far-fetched to 
classify these two seasoned indus- 
trial giants in a “growth” cate- 
gory, yet a realistic consideration 
of potential demand for electrical 
apparatus in coming years to en- 
able public utilities to supply en- 
larged power requirements sug- 
gests that both concerns may look 
forward confidently to a high 
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APPETITE: One box car full every two minutes! 


Here’s a robin’s-eye view of Gulf’s latest (and 
one of the world’s largest) cracking units. Tower 
below is almost as tall as a 20-story building. 





VERY two minutes (about the time it takes 

your bread to toast in the mornings) this 
giant cracking unit of Gulf’s in Philadelphia, 
Pa., requires one box car load of catalyst in 
order to keep it in operation. 


The catalyst used in this unit is the key factor 
in a reaction which produces more high-test gas- 
oline from a barrel of crude oil than any other 
process known to man. 


Thus, in these days of increased demand, Gulf 
and the rest of the petroleum industry are able 
to produce almost twice as many barrels of high- 
test gasoline from 100 barrels of crude. 


Through such modern refinery developments 
as these giant cracking units, research scientists 
and refinery engineers are able to increase the 
value of petroleum products—well aware that 
there is a “plus” for everyone in petroleum’s 





progress. 











level of orders for turbines and 
generators for some time to come, 
even should there be some reces- 
sion in sales of consumer goods. 

As far as the latter possibilty 
is concerned, a factor of strength 
in the outlook of both companies 
is the predominant proportion of 
heavy equipment manufacture 
which is bound to go far towards 
cushioning any possible future 
decline in earnings from appli- 
ance manufacture. However, the 
latter at present continues at a 
high rate and no let-down ap- 
pears indicated in the foreseeable 
future. 

Order backlogs for heavy 
equipment are impressive with 
both companies booked ahead as 
far as 1951. Westinghouse for the 
first quarter reported new orders 
of every type totalling $242 mil- 
lion, and had unfilled orders at 
the end of March of some $695 
million against $642 million the 
year before. General Electric, too, 
is known to have very substan- 
tial orders on its books, with the 
order backlog for heavy equip- 
ment alone recently given at $750 
million. 

As to profit margins, however, 
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the outlook is less clear, particu- 
larly in view of the prospect of 
new wage increases in the stage 
of negotiation as this is being 
written. It is quite possible that 
higher overall volume antici- 
pated this year may offset not 
only the price reductions an- 
nounced by both companies 
earlier in the year, but also some 
of the impact of higher wages, 
though it is impossible to assume 
this with assurance at this time. 
Some narrowing of margins may 
well be in prospect; but if so, the 
impact on earnings will largely 
depend on the trend of sales. 
From an investor’s standpoint, 
it is interesting to note that at 
current market price for the 
shares and on basis of last year’s 
dividends, dividend yield is al- 
most identical. General Electric 
however is selling at a higher 
price-earnings ratio than West- 
inghouse (on basis of 1947 net) 
as shown in our tabulation. Asset 
backing favors Westinghouse 
with net current assets of $13.20 
per share against $6.45 for Gen- 
eral Electric (after deducting 
senior securities). Westinghouse 
at the year-end had a current 


ratio of 6.2 compared with 2.4 
for General Electric. 

In view of the companies’ 
strong position in the industry 
and their favorable long term out- 
look, the shares of both have con- 
siderable appeal. Dividends how- 
ever may be held at or near cur- 
rent conservative levels to con- 
serve capital for further expan- 
sion and to take care of future 
debt maturities. 





Prospects For Natural Gas 
Companies 





(Continued from page 289) 


million additions to property in 
1947, the company expanded its 
term loans to a total of $25.75 
million, but current satisfactory 
earnings may suffice to finance 
further expansion in the present 
year without endangering divi- 
dends. 

The Columbia Gas System 
(formerly Columbia Gas & Elec- 
tric Co.) with its nineteen sub- 
sidiaries achieved record sales of 
natural gas last year, aside from 
large sales of gasoline, butane, 
propane and other petroleum de- 
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Petroleum, 1948 


The petroleum industry continues to be faced with the major task of 
expanding facilities and operating at capacity in order to meet the ex- 


traordinary demand for its products which continues to increase rapidly. 


The basic necessity to meet tomorrow’s demand is a larger supply of 


crude oil. 


The Pure Oil Company is making every effort to expand its reserves. 
Last year the company made an important discovery in the Dollarhide 
pool in west Texas. Last year’s drilling operations also met favorable 
expectations in the Worland field in Wyoming. Now Pure Oil is drilling 


for oil on the Continental Shelf in the Gulf of Mexico. 


With these recent additions, the reserves of The Pure Oil Company are 
estimated at 500 million barrels—about the same as the total amount of 


oil the company has produced since it began drilling in 1913. 


This constant search for new oil reserves is just one example of how 
the American petroleum industry is going ‘‘all out” to meet the record- 


breaking demand for petroleum products. 


THE PURE OIL COMPANY, U.S.A. 











rivatives. Consolidated gross rev- 
enues of this giant concern 
amounted to more than $102 mil- 
lion and net income was $16.6 
million. With assets of over $400 
million, nearly 30,000 miles of 
pipelines and mains, 9,645 pro- 
ducing natural gas wells and 
1,997 oil wells, Columbia serves 
areas in Ohio, Pennsylvania, Ken- 
tucky, West Virgiaia, New York, 
Virginia and Maryland having 
about 7 million population. Its 
own sources of gas and oil are all 
in the above sections, mainly in 
the Charleston, West Virginia 
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territory, but the company pur- 
chases large amounts of natural 
gas from Panhandle Pipeline and 
Texas Eastern Transmission 
Corporation. 

Columbia Gas claims to have a 
proven gas reserve of 1.9 trillion 
cubic feet and is situated to buy 
almost unlimited quantities from 
outsiders in the Southwest. For 
drilling and new construction 
during 1947, it spent $30.5 mil- 
lion and the program envisaged 
for the 1948-50 period involves 
$111 million. Considerable confi- 
dence in future operations is in- 


dicated by these substantial out- 
lays, as the company’s long term 
debt at the end of 1947 had risen 
to $93.5 million. Rather liberal 
dividend policies also reflect op- 
timism about any problems that 
may arise. 


Expansion in East 


Nothing illustrates the widen- 
ing horizon for natural gas better 
than the competitive race now 
forming to exploit the rich East- 
ern Seaboard markets for the 
first time. In the course of a 
single year, the recently formed 
Texas Eastern Transmission Cor- 
poration has poured upwards of 
$150 million capital into the Big 
Inch and the Little Big Inch pipe- 
lines that it took over from the 
Government. The FPC has now 
granted permission to this con- 
cern that pumps gas for nearly 
1,500 miles from Texas to New 
Jersey, to enlarge its capacity at 
a cost that will bring its total 
capital outlays to around $182 
million. This means that by the 
beginning of 1949, Texas Eastern 
should be delivering 508 million 
cubic feet per day to the popu- 
lous Eastern areas. 

The company has assured it- 
self of ample gas supplies for 
many years to come through pur- 
chase contracts in the Southwest. 
Now this aggressive pipeline 
company has asked the FPC for 
permission to construct another 
26-inch pipeline from Texas to 
supply markets in Philadelphia 
and other seaboard cities, and ap- 
parently anticipates no difficulty 
in raising more than $152 million 
for the new project. The common 
stock of Texas Eastern Transmis- 
sion is as yet unlisted, but is 
quoted on over the counter around 
1214. Net earnings equal to $0.23 
per share were reported in the 
March quarter, but no dividends 
have been paid thus far. 

To encourage competition in 
the-promising markets along the 
Eastern Seaboard, the FPC has 
finally approved plans of another 
large new _ pipeline concern, 
Transcontinental Gas Pipe Line, 
Inc., to build a system nearly 
1,800 miles long from the South- 
west to the New York area. The 
Company has plans to finance 
this $175 million project at the 
ratio of 10% through common 
stock, 75% by mortgage bonds, 
12% by issuance of preferred 
stock and the balance with bank 
loans. The House Committee on 
Armed Services has recommended 
that steel pipe for natural gas 
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lines be given special priority, a 
fact of considerable interest as 
some 450,000 tons of steel are in- 
volved in this special case. Fur- 
thermore, the company will have 
the right of eminent domain in 
acquiring its long right of way. 
As matters now look, this concern 
will eventually sell several hun- 
dred million feet of natural gas 
daily to the big utilities in and 
around New York, Philadelphia, 
Pittsburgh and other important 
centers, conceivably replacing 
huge amounts of fuel oil now 
consumed. 

Shares of the well established 
natural gas concerns are cur- 
rently selling close to their all- 
time highs, providing generally 
satisfactory yields with few ex- 
ceptions. In view of above aver- 
age dividend stability achieved by 
some of the stronger companies 
and their unusually bright 
growth potentials, current market 
valuation of the shares appears 
not excessive. 

The main thing to consider in 
weighing the merits of the more 
dynamic concerns in this indus- 
try is the large amount of senior 
financing occasioned by their 
huge expansion programs. While 
it now appears that this low rate 
capital can be used profitably, 
and that earnings will suffice to 
gradually retire it, the sinking 
fund requirements could squeeze 
earnings if leaner times should 
come. This lends both opportunity 
and hazard to the speculative as- 
pects of the natural gas equities. 





Argentine Economic Crisis— 
Its Effect On The U. S. 


(Continued from page 281) 


and hide movements deferred in 
anticipation of the tariff reduc- 
tion on January 1, Argentina may 
earn this year in the neighbor- 
hood of $230 million from her 
merchandise sales to us, as 
against about $160 million in 
1947. In addition, she will receive 
another $150 million on account 
of freight and port dues and, as 
was mentioned earlier, in various 
convertible currencies from other 
countries. 

How many dollars will she 
need? The barest minimum — 
the capital goods requirements of 
the Five Year Plan which must 
be covered largely in this country 
will cost her about $350 million; 
her imports of other goods and 
the dividend service may require 
$300 million more or some $650 
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£3 j This summer millions 
SS ew will attend a brilliant 
\ n exposition of railroad 
‘ ( progress. An entirely 
SS ee new afternoon Twin 
Cities HiawaTuHa will 
add luster to this his- 

tory-making Centennial. 





A fine example of Milwaukee Road car 
building that will be on display is the 
car pictured here. Its distinctive Sky- 
top Lounge is an observation room de- 





New Flawatha to star at 


CHICAGO RAILROAD FAIR 


signed for more enjoyable sight-seeing. 
These Skytop Lounges are on the AM 
and PM Twin Cities Hiawatnuas, be- 
tween Chicago-Milwaukee and St. Paul- 
Minneapolis. Cars of similar type will 
be on the Olympian H1awaTua between 
Chicago and the Pacifie north coast. 
With 153 new cars being delivered, 
The Milwaukee Road will amplify its 
Hiawatha services. H. Sengstacken, 
Passenger Traffic Manager, 708 Union 
Station, Chicago 6, Illinois. 


THE MILWAUKEE Roap 


Speedway of the Speedliners 


———— 











million altogether. On the basis 
of these figures, Argentina will 
be short this year some $250 to 
$300 million. Where can she get 
these dollars? 

The obvious answer is: from 
the off-shore purchases of Argen- 
tine grains, wool, hides, and meat 
to be financed by the Economic 
Cooperation Association. These 
purchases during the year ending 
April 1, 1949 may amount to as 
much as $750 to $800 million, or 
about twice as much as the esti- 
mated Argentine deficit in the 
balance of payments with the 
United States in 1948. In other 
words, if and when the ECA 


reaches an agreement with the 
Peron regime and begins to buy, 
the present Argentine dollar 
crisis is likely to pass quickly. 
And while it is unlikely that the 
import restrictions will be lifted, 
it should not be difficult for Ar- 
gentina to resume payments for 
the imports for which permits 
have been secured. 

What about the agreement be- 
tween the Peron regime and the 
ECA? There has been a lot of 
jockeying on both sides. The Ar- 
gentine Institute for the Promo- 
tion of Trade which has a mon- 
opoly on the sale of most Argen- 
tine farm products, is naturally 
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STOCKS AT OR BELOW QUICK ASSETS 


One earned better than $4 a share in 1947, has net quick 
of $25, yet sells for 21. Nine others selling cheap on an asset 
basis also appear underpriced on earnings. 


22-YEAR DIVIDEND-PAYERS YIELD AV. 672% 


Yields range from 6% to 8% and average 61%. Payments 
have been made consecutively over periods ranging from 
22 to 67 years. 


LOW-PRICED STOCKS SELLING 10 to 19 


Seven are dividend-payers yielding 4.2% to 7%. Six are 
selling about 50% under 1946 highs, offering opportunity 
for substantial price recovery. 


UNDERVALUED BLUE CHIPS FOR PROFIT 


Prewar price-earnings ratio for this group was about 
20 to 1. Today they are priced at only 91/2 times earnings. All 
are sound dividend-payers representing financially strong and 
ably managed companies. 


GROWTH STOCKS WITH NEW PRODUCTS 


.in line to benefit from important new products, large 
plant facilities, and expanding markets in their particular 
fields. This group holds unusual possibilities for profit. 








Better Stock Market Action 
Opens New Opportunities 


Improved prospect for business, European 
Recovery Program, rearmament expenditures 
and tax reduction all combine to brighten the 
outlook for securities. Increased market 
activity and evidence that a major Stock 
Market advance is now well under way is 
quickening the search for attractive stocks. 
To point out some of the best current oppor- 
tunities, UNITED SERVICE is issuing a 
special 50-Stock Report covering issues in 
five popular groups. 


STOCKS FOR EVERY PURPOSE 


This 50-Stock Report gives helpful selec- 
tions for any investment ge eons It 


includes sound dividend-payers ... low-priced 
stocks for sizeable appreciation... conserva- 
tive issues for back-log funds . . and growth 


stocks with interesting new products. Whether 
you wish to purchase gne or two individual 
stocks or to build a well-balanced program, 
this Report will prove valuable. 


Base Your Sones on Sound Information 


HIS 50-Stock Report is typical of the valuable features appearing in UNITED'S 
weekly 12-page bulletins. It is prepared by a research organization with 28 
years experience in serving investors. As one of America’s leading services, UNITED 
is used today by more individual investors than any other investment advisory service 


in the country. You can test its value by accepting the special introductory offer below. 


By acting now you will receive also by return mail our large 
four-color 48-Year Chart of Stocks, Bonds and Business. 








SPECIAL TRIAL OFFER 


To introduce UNITED Reports to you now when they 
should prove unusually profitable to you, we will send 
you a full month's trial of our regular weekly Reports 
on Business and Investments for only $1.00 (regular 
rate $26 semi-annually). In addition you will receive 
without extra charge this new Report on 50 Outstand- 
ing Stocks, also our new 48-Year Chart on Stocks, 
Bonds and Business. This offer is open to new readers only. 








Just fill in coupon with name and address, pin $1 to it, and mail NOW! 











UNITED BUSINESS SERVICE ! Nil ck SACRE ER OTIC TC Be are 
210 NEWBURY STREET — BOSTON 16, MASS. AGAVESS i555 ei sores ernie RCAC AL On ates 
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holding out for the highest prices 
possible. In the past it has been 
getting prices far above the world 
price level — but largely in in- 
convertible currencies. Only re- 
cently it sold wheat to Colombia 
at $6 per bushel as against the 
American price of $3.30. 

The Institute will have to act 
before long, however, since time 
is working against Argentina. 
Unless dollars are forthcoming 
from the ECA, the Five-Year 
Plan is likely to bog down still 
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further. Moreover, if Europe’s 
grain harvest turns out to be as 
good as anticipated, Argentina 
may encounter difficulties in dis- 
posing of her wheat and corn 
harvest. Most of this year’s har- 
vest, now coming in, has already 
been sold, but largely for pesetas, 
French francs, lire, and pound 
sterling. 

On the other hand, ECA, be- 
fore approving any purchases in 
Argentina, is likely to insist—and 
quite naturally so—that Ameri- 


can investments in Argentina be 
given a better break, particularly 
in respect to the transfer of 
profits and the removal of dis- 
criminations against American 
insurance and shipping. But ob- 
taing more moderate terms will 
be difficult because the Peron re- 
gime is determined to create “Ar- 
gentine” capital. Unfortunately, 
American interests are far from 
united; while corporations with 
Argentine investments are anxious 
to have the ceiling on dividend 
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remittances lifted, exporters who 
have no investments in Argentina 
would like Argentine dollar earn- 
ings to be used exclusively for the 
purchase of goods rather than 
for the payment of higher divi- 
dends. 

As the National Foreign Trade 
Council pointed out recently, the 
business community in the United 
States could contribute directly 
and materially to improvement in 
the economic and financial situa- 
tion of the Argentine Republic. 
But before this can take place, as 
the NFTC suggests, Argentina 
must take a number of steps to 
encourage the American trader 
and investor and recreate an at- 
mosphere of confidence. Such 
steps might include, according to 
the NFTC: 

(1) A treaty of friendship, 
commerce, and navigation; the 
avoidance of double taxation; 
(2) The revision of Central Bank 
decrees to permit reinvested 
profits of American firms to be 
considered U. S. capital and thus 
be eligible for repatriation; (3) 
The percentage of remittable 
profits should be made attractive ; 
(4) Simplification of the legal 
structure affecting foreign in- 
vestments; (5) Abandonment of 
the discrimination against for- 
eign insurance, shipping, and 
other interests; (6) Promotion 
of sales campaigns and travel and 
business opportunities, and the 
dissemination of information re- 
garding the two countries; (7) 
Return of Argentine foreign 
trade to private channels. 





Companies Which Expanded 
Without New Financing 





(Continued from page 275) 


Corporation. Yet its December 
31, 1947, balance sheet reveals net 
plant and equipment valued at 
$103.6 million compared with 
$71.6 million at the end of 1945. 
This gain of $32 million in pro- 
ductive facilities has been en- 
tirely effected by the partial util- 
ization of some $75 million re- 
tained earnings during the last 
two years, after distributing $38 
million as dividends. In other 
words, the company’s working 
capital has increased substantial- 
ly despite large sums spent for 
physical assets. Most assuredly 
progress along these lines tends 
to brighten potentials as to earn- 
ings and dividend stability for the 
common stock over the longer 
term, for profits derived from the 
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improvements mentioned will not 
be shaved by deductions for in- 
terest, sinking funds or other 
senior requirements. In view of 
the favorable outlook for capacity 
operations by Chyrsler during the 
next few years, its method of 
financing postwar expansion is all 
the more noteworthy. 


Eastman Kodak 


Net fixed assets of Eastman 
Kodak Company have expanded 
sharply since the end of the war, 
although its capital structure has 
remained unchanged, except for 
a 5-1 split-up in the common 
shares, and no borrowing was 
done. In 1946 Eastman spent 
$44.5 million for land, buildings 
and equipment, along with an addi- 
tional $38.9 million for the same 
purpose during 1947, all from ac- 
cumulated and retained cash re- 
sources. About $2 million of re- 
serves for depreciation swelled 
working capital during 1946-47, 
and after payment of more than 
$37.8 million in preferred and 
common dividends, surplus net 
earnings aggregating about $41 
million for the last two years 
were retained in the business. 
Eastman’s accumulated profits of 
former years supplied whatever 
additional funds were needed, 
causing a decline in working cap- 
ital of some $13 million in conse- 
quence, but the company’s im- 
pregnable financial status made 
this of small consequence. When 
the expansion of Eastman 
Kodak’s photographic division 
and its plastics subsidiary, Ten- 
nessee Eastman Corporation, has 
been fully completed, this large 
scale reinvestment of earnings 
should extensively benefit the 
company’s common stockholders, 
for the relatively small amount of 
non-callable preferred stock out- 
standing for many years past re- 
quires dividend payments of only 
$369,942 per annum. 

Considerations of space pre- 
clude a discussion of all the con- 
cerns on our table, but much the 
same advantages from internal 
financing of expansion programs 
accrue in all cases. This process 
serves to compound earning 
power, and while it often causes 
a moderate reduction in working 
capital, the companies listed in 
our table could readily afford it. 
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by the SEC in clearing plans to 
comply with the Holding Com- 





In Knowledge Lies 
Financial Security 


There is no security in guesswork. Only 
with sound knowledge of the complex 
causes of price movements, and with 
reliable data can the probable course 
of market changes be accurately judged. 
It is the work of specialists and a life- 
long study 

Kelsey Statistical Service supplies 
you with just this type of information. 
For sixteen years it has demonstrated 
over and over again the accuracy of its 
anticipation of market conditions. In 
the last two years alone (1946-1948) 
Kelsey anticipation has been 47 points 
ahead of Dow “Theory.” Subscribers 
from coast to coast have been able to 
improve their own market positions 
substantially. 

You can build your financial future 
wisely and securely on this tested and 
proven information. Let us send you a 
few trial releases—see for yourself 
what Kelsey Statistical Service can do 
for you— 


Send for this special offer today 





KELSEY STATISTICAL SERVICE 

Kelsey Park , Great Meadows, N. J. 

1 enclose $10 for the following special 

offer 

| Two current releases showing 
what to do now. 

2. The next ten weekly releases. 

3 Wall Chart (19" x 38") showing a 
previous Bull Market performance. 

4. Proof of statements made above. 
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pany Act. 

Plans recently filed, such as 
those by American Power and 
Light and Electric Power & 
Light, follow the general prin- 
ciples laid down by the SEC some 
months ago, providing for a pro- 
portional distribution of assets 
between preferred and common 
stockholders, without giving 
senior holders any option of cash. 
It remains to be seen on just what 
percentage basis distribution will 
be approved by the Commission. 
The recent court decision in the 
case of Engineers Public Service 
preferreds points to the prospect 
that common stockholders may 
be given a somewhat better break 
than was indicated earlier. 





Answers to Inquiries 





(Continued from page 298) 


Dividends in 1947 amounted to 
$1.00 a share and 50c was paid 
on March 15, 1948. 
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Trend Of Events 





(Continued from page 264) 


startling to find that in all but 
five of the last fifteen years, in- 
dividual holdings of corporate 
and other non-governmental se- 
curities declined. 1947 was the 
only year of the five when such 
investments absorbed more than 
$500 million of new savings, the 
ee amounting to $1,200 mil- 
ion. 

This trend is a development of 
considerable importance. In part 
it is explainable by the refunding 
of callable issues at less attractive 
rates, and by the difficulty of buy- 
ing new issues in competition 
with institutional investors. It 
also reflects of course the huge 
amounts of high income taxes. 
Moreover, in the postwar years, 
heavy consumer buying was com- 
peting with investments as an 
outlet for savings. All of which 
makes it clear why we are now 
suffering from a dearth of new 
equity investment funds. 





Market In New Phase 





(Continued from page 267) 


60.5%, radio 46.6%, petroleum 
43.9%, textiles 42%, aircraft 
39.6%, paper 39.38%, investment 
trusts 38.6%, non-ferrous metals 
36.5%, mail order stocks 34.4%, 
shipbuilding 33%, finance 31.7% 
and business machines 31.2%. 
The twelve smallest gains were: 
gold stocks 2.5%, soft drinks 
2.9%, tobacco products 8.5%, 
food stores 10.2%, sugar 12.5%, 
variety stores 13.8%, air lines 
14.4%, food brands 14.8%, bus 
lines 15.9%, containers 16.7%, 
dairy products 17% and. drugs 
19%. Results from the other 22 
groups have been fairly well in 
line with the rise of approxi- 
mately 25.6% in our composite 
weekly index of 312 stocks. The 
record, of course, is history, even 
though it is recent. The degree 
of prophesy which can be deduced 
from it leaves plenty of room for 
judgment, and difference of 
opinion. 

There are more normally vola- 
tile groups among the largest 
gainers than in the second list 
cited, although they are by no 
means all so characterized. The 
special factors working in favor 
of the fuels, metals and aircraft 
are obvious. With respect to con- 
tinuing market favor, perhaps the 
textiles are most problematical on 
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an intermediate basis. A number 
of the slower groups are charac- 
teristically so, in more or less 
degree, for inherent investment 
reasons. That applies generally 
for example, to tobaccos, food 
stores, variety -chains, food 
brands, dairy products and drugs. 

—Monday, June 14. 





Price Earnings Ratio Gauge 
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those of other sound chemical 
companies. 

The record peacetime profits of 
the paper industry apparently 
seem just too good to continue 
for long, judging by the relatively 
low prices for their shares com- 
pared with net earnings. The 
average ratio of 7.9 shown for 
the paper manufacturers on our 
table would be reduced to 5.1 ex- 
cept for the ratio of 16.5 for 
Scott Paper Co. This specialist in 
tissues enjoys an exceptionally 
stable record and has paid unin- 
terrupted dividends since 1915. 
Hence its shares usually com- 
mand high prices. On the other 
hand, the financial position of 
currently prosperous concerns 
like International Paper Co., Kim- 
berly Clark and Champion Paper 
& Fibre has shown such vast im- 
provement in recent times, and 
the demand for their products 
continues so strong that when 
their shares sell for only about 
five times earnings, the apprecia- 
tion potentials for their shares 
appear to have been far from ex- 
hausted, even should profits ulti- 
mately decline from their present 
high. During the current year at 
least, their prices have kept pace 
fairly well with the general 
market, sometimes outdoing the 
latter. 

As for the tire and rubber con- 
cerns, their shares in selling cur- 
rently at an average of only 4.1 
times earnings reflect an unusual 
degree of uncertainty or caution 
regarding future prospects. The 
ratios in this group vary between 
a high of 4.9 for U. S. Rubber 
and a low of 3.4 for Firestone. 
While it is true that production 
in this industry caught up with 
demand late last year, a good 
many people evidently thought 
this would be the end of good 
times for the rubber manufac- 
turers. However, most companies 
in the field are doing quite well 
and even if future earnings fell 
off around 50% and share prices 
remain unchanged, the average 





price-earnings ratio would rise to 
only 8.2, still a fairly moderate 
valuation by normal standards. 
To judge from first quarter re- 
ports, it is quite probable that 
sales and profits of the rubber in- 
dustry will be better than earlier 
expected and dividends generally 
should remain unchanged. The 
expansion in automobile produc- 
tion, replacement demand, and 
more widespread use of fabri- 
cated rubber by many industries 
combine to warrant considerable 
optimism. On balance, the low 
price-earnings ratios current in 
this group seem to have too liber- 
ally discounted potential difficul- 
ties in the offing. 

Much the same conclusions 
could be reached in weighing 
other industries, such as textiles, 
steel and machinery, the shares 
of which by virtue of their cyclic- 
al characteristics usually sell at a 
relatively modest price-earnings 
ratios, particularly in boom times 
when earnings are high. 


Some Basic Considerations 


Generally speaking, it must not 
be overlooked that price-earnings 
ratios depend not only on the na- 
ture and record of an enterprise, 
but importantly also on prevail- 
ing psychology, and this at times 
makes for a rather confusing set 
of yardsticks subject to consid- 
erable change. Stable earning 
power traditionally commands a 
higher ratio than generally found 
among clyclical groups, regard- 
less of current earnings, but this 
rule, too, has latterly been 
marked by frequent exceptions as 
attested by existing fairly moder- 
ate ratios for a good number of 
sound utility stocks. The same is 
true of so-called “blue chip” 
issues which despite superior 
earnings often sell at lower ratios 
than certain “growth stocks’, 
where generous valuations are 
based upon the assumed continu- 
ance of an earnings uptrend 
shown or anticipated over a long- 
er period. 

All this emphasizes that one 
cannot presume to lay down gen- 
eral rules as to the “proper value” 
of any given common stock. 
There may be no such thing. The 
bases of value are too shifting, 
frequently depending solely on 
market or investor psychology, to 
admit of any formulation that 
could claim to be even reasonably 
accurate and applicable under all 
circumstances. This seems par- 
ticularly valid in view of the fact 
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In this major market upturn when the investment action 


you take is vital to preserving and building capital and 
income .. . we suggest that you turn to THE FORECAST 
just as you would consult your lawyer, doctor, architect, 
etc., for professional advice. FORECAST SERVICE will pro- 
vide you with the essentials you need in conducting a 
sound investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast . . . with chart of daily 
action . .. projects the trends and basic forces at work. 
Definite market advice is then 
given which you can apply to 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 

Sound selection and proper tim- 








your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 


ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
has gauged the movements of 


1947-1948 with high accuracy. 


high yields. 








2. Definite Advices on Intrin- 


119" Points Profit 
—2'/ Points Loss 


tions of Major and Intermedi- THs is the record of the profits made available 

to Forecast Subscribers through our accuracy 
in gauging the initial upsurge of the current major 
market rise . . . through our definite recommen- 
dations of securities for substantial profits and 


As a subscriber, you would have the assurance of 
knowing that we will advise you what stocks to 
buy to profit as the upturn progresses .. . keep- 
ing all selections under our continuous supervision. 


ing keynote FoRECAST SERVICE. 


4. Continuous Consultation 


You are welcome to consult us 
. .. by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold ... switch . . . or close 
out. 





A Plus Service . . . These con- 











sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections . . . bonds and preferreds as well as 
common stocks. 


sultation privileges alene can be 
worth hundreds and thousands of 
dollars to you in concentrating in profit leaders . . . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 
look. 


Enroll NOW to receive our current recommendations of 
“12 Dynamic Securities To Be Bought on Recessions” 
and our new selections as uncovered. At this time, you 
also have the advantage of our Special Offer of Free 
Service to July 15, 1948. 








FREE SERVICE TO JULY 15, 1948 
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Special Offer 
te You / 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose [J $50 for 6 months’ subscription; [] $75 for a year’s subscription. 
(Service to start at once but date from July 15, 1948) 


SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: o $1.00 six months; [) $2.00 
i d Canad: 


OJ Telegraph me collect in amticipation of 
important market turning some a 
when to buy and when te sell. 





MONTHS’ one year in U, S. an 
SERVICE $50 fal one er 
MONTHS’ N 
l SERVICE $75 ieee 


Address 





Complete service will start at 


once but date from July 15 City 


State. 





Subscriptions to The Forecast 


Your subscription shall not be assigned at 
thout your c t. 





any time 
are deductible for tax purposes. 
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List up to 12 of your securities for owr 
initial analytical and advisory report. 
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HUNTINGTON, LONG ISLAND 


Pictorial 2-story fireproof residence with four 
beautiful terraces overlooking the Sound. Twenty 
(20) rooms; four (4) master bedrooms; powder 
room; servants bath; screened-in outdoor dining 
room. Magnificent view; 9 acres of land; 182 
feet of waterfront with ideal sandy bathing beach. 
House cost $150,000; Asking $50.000. 


Telephone Huntington 1000; or Huntington 525 














NEVER GO BROKE 
Carry Me! 


LUCKY PENNIES 


A shiny new U. S. penny imbedded in a. — 
aluminum horse shoe Good Luck Token with key 
chain guaranteeing the one who carries it ‘‘never to 
“go broke.’’ 

Price $2.00 per dozen — Postage Prepaid 
Here is the greatest little low cost business stimula- 
tor, good will builder and friend maker. Try a few 
dozen as gifts to business friends and prospects. They 


guarantee a pleasant and courteous reception and 
your small investment will pay tremendous dividends. 


HOUSE of MEINHARDTS’ 
4138 Sheridan Road Chicago, Illinois 





MOTOR CAR 
CORPORATION 


Common Stock 


Price $1 per Share 


i any # 
be obtained from ye 
Perera erat delet SH eeu 
ber of ta. oF io the undersigned. : 

es ; : 


TELLIER & CO- 


42 Broadway, New York 4, N.Y. 
Tel. Digby 4-4500 








that earnings are constantly 
changing; thus any price-earn- 
ings ratio would seem at bottom 
to be a matter of purely arbitrary 
choice. Sometimes of course the 
market makes its values first and 
finds its reasons afterwards. 
Something like that, it appears, 
has been going on in the more 
recent past. 





For Profit and Income 





(Continued from page 297) 
each individual stock in the list. 
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Steels 


Steel companies have now had 
good earnings for the longest 
peacetime period since the 1920’s, 
and dividends are at the highest 
average level in many years. 
There is general agreement in 
the industry that prospects are 
good for an extended time to 
come. Yet at no time in recent 
years have steel stocks “gone to 
town” in the stock market in the 
degree that they did in 1928-1929 
or even in 1936-1937. If the pres- 
ent bull market has a future, it 
seems a good bet that steels will 
figure prominently in it. There 
are greater potentials in the sec- 
ondary stocks than in the leaders. 
For instance, duplication of the 
1946 high would mean a rise of 
about 11% for the group from 
the current level, but of about 
33% for Armco Steel. 


Sharp 


Among the makers of so-called 
ethical drugs — pharmaceuticals, 
rather than proprietary products 
— Sharp & Dohme has always 
been one of the most volatile 
stocks. Thus from this year’s low 
to recent price, it had risen about 
51% or much more than either 
the drug group or the industrial 
average. However, recovery to its 
1946 high would mean a further 
rise 49%. That may or may not 
be possible. Certainly it cannot 
be counted on. But there should 
be above-average speculative po- 
tentials in this issue. 





Around the World 





(Continued from page 305) 


industries but is handicapped by 
limited export capacity to take 
advantage of this prospect. Mean- 
while the inflow of foreign ex- 
change must continue to fall short 
of the figure needed to cover urg- 
ent import needs, requiring con- 
tinued priorities for the principal 
raw materials which hitherto had 
been imported in fairly satisfac- 
tory volume. 

In other words — restriction. 
Thus Sweden found it necessary 
to cut down imports of needed 
machinery as well as foodstuffs 
and other commodities, the lat- 
ter to a level just matching the 
country’s rationing system. A 
bright spot in the picture is the 
prospect of better crops which, if 
improved harvests result, will cut 
down the need for cereal imports, 
thereby releasing foreign ex- 
change for other vital purposes. 





Mecca for Capital 


For some time, international 
bankers have been intrigued by 
growing evidence that the Inter- 
national Zone of Tangiers is blos- 
soming into a first rate center of 
capital. One of the reasons for 
the popularity of the Zone is the 
virtual absence of exchange con- 
trols and of income taxes. Other 
and similar advantages, previous- 
ly enjoyed in Switzerland, for in- 
stance, have disappeared there as 
a result of stringent postwar 
necessities. This explains in part 
the shift of uneasy international 
capital to North Africa. 





The Uneasy Balance In Third 
Quarter Business Outlook 





(Continued from page 270) 


inflationary forces though this 
action in turn may be partly off- 
set by the Federal Reserve 
Board’s contrary policy in the 
matter of reserve requirements. 
Basic commodity prices have been 
firming. And finally, the General 
Motors wage settlement is bol- 
stering hopes for industrial peace 
and uninterrupted production, 
though it is not without inflation- 
ary implications especially if it 
should set a pattern for other 
major industries where third 
round wage negotiations are still 
in process of negotiation. 
Jointly, these developments had 
and still have a stimulating in- 
fluence upon business and invest- 
ment sentiment, and upon buying 
policies. They strengthen expecta- 
tions of continued full employ- 
ment, high purchasing power and 


- firm prices, and their weight in 


the scales is on the side of re- 
newal of inflationary trends. 

But there are important offset- 
ting factors. These include the 
further filling of pipelines and of 
accumulated needs; the steady 
shift in various lines from sellers’ 
to buyers’ markets; the pricing of 
goods out of the markets for 
various population groups whose 
income fails to keep up with 
prices. And finallv also the re- 
straint that is imposed on corpo- 
rations and individual consumers 
as debt increases and liquidity de- 
clines. 

In view of these opposing fac- 
tors, the similarity between last 
year and this year should not be 
carried too far. Forecasters are 
particularly plagued by the fol- 
lowing conflicting developments: 
In contrast to last year’s spurt in 
farm prices, crop prospects here 
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and abroad promise declining 
rather than advancing tendencies, 
provided prospects hold up. We 
may perhaps face a revival of the 
mid-February price decline which 
might have repercussions on 
other price fronts. At the very 
least, such an event would tend to 
increase caution, strengthening 
expectation for a recession later 
in the year. Conceivably also, it 
could bolster consumer resistance 
in anticipation of lower prices. 

Another difference is that third 
round wage increases will be 
smaller, and that productivity in 
many industries has been rising. 
And, finally, present and poten- 
tial influences are less positively 
stimulating than they were last 
year. In short, the inflationary 
boom is a full year older, and this 
of course makes quite some dif- 
ference. 

Signs of progressive catching 
up with demand are unmistakable 
in many industries. They caused 
a spirit of hesitation, at least in 
consumer goods, as early as Feb- 
ruary and March, a fact that was 
repeatedly called to attention in 
these pages. Business news at 
that time was featured by lag- 
ging tire and shoe sales, with cut- 
backs in production and employ- 
ment; by slipping retail sales as 
consumers held out for lower 
prices in the wake of the Febru- 
ary farm commodity break; by a 
substantial dip in furniture’ sales, 
by less demand for textiles and 
apparel, by smaller movie atten- 
dance and by declining liquor 
sales. There was a further drop 
in the sale of luxuries which 
started to slip as early as the lat- 
ter part of 1946; even the used 
automobile market seemed _ to 
slacken. 

All of which pointed to increas- 
ing consumer resistance, due no 
doubt in large part to the squeeze 
of high living costs but also to a 
waiting attitude on the theory 
that lower prices may be “just 
around the corner.” Yet it failed 
to bring about an immediate de- 
cline in total production because 
these factors were offset by con- 
tinued strong demand for most 
durable goods. But the feeling 
grew that the scales might well 
be tipped later on, that a reces- 
sion in overall business might 
occur before the year is over. 

One could say a good deal in 
support of this viewpoint were 
it not for the considerable ele- 
ment of uncertainty inherent in 
the proposed rearmament pro- 
gram. The prospect of an en- 
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larged defense program neces- 











The directors have declar- 
ed a regular quarterly divi- 
dend of 50c a share on the 


June 2, 1948 








Beatrice Foods Co, 


DIVIDEND NOTICE 


common stock, payable July 
1, 1948, to shareholders of 
record June 15, 1948. 


C. H. Haskell, President 

















MARTIN-PARRY 
CORPORATION 
DIVIDEND NOTICE 
The Board of Directors has de- 
clared a dividend of fifteen cents 
(15¢) on the Capital Stock of the 
Corporation, payable July 6, 1948, 
to stockholders of record at the 
close of business June 21, 1948. 
T. Russ Hill, President 











sarily calls for a reappraisal of 
earlier expectations, not only be- 
cause of the unknown billions it 
might ultimately require, but also 
because of its psychological im- 
pact. 

This impact is clearly evident 
though actual defense contracts 
have so far been no more than a 
trickle and chiefly related to air- 
craft building. Consumer hesita- 
tion in anticipation of lower 
prices has been dwindling, with 
retail sales latterly holding at a 
healthy level. Inventory buying 
has increased, and industrial raw 
materials prices have been firm- 
ing. In short, rearmament may 
yet become a dominant force as 
1948 goes on, though opinions as 
to the extent and timing of its 
inflationary or business-bolster- 
ing. In short, rearmament may 
apart at this time. Government 
spending has barely begun and 
initially may be slow, not enough 
to leave much of a mark on near- 
by business potentials and there- 
by strengthening the hope that 
for some months at least, our 
economy will prove flexible 
enough to absorb defense spend- 
ing without restrictive effects. 
These may come later. The pros- 
pect currently is that most civi- 
lian lines will not be affected 
much within the next six months, 
but the pinch on materials may 
be felt subsequently, possibly to 
the extent of forcing some cur- 
tailment of civilian production 
schedules. 

There is evidence then, that the 
anticipation of rearmament has 
caused public psychology to move 











Safeway Stores, Incorporated 


Preferred and Common 
Stock Dividends 


The Board of Directors of Safeway 
Stores, Incorporated, on May 28, 
1948 declared quarterly dividends on 
the Company’s $5 Par Value Common 
and 5% Preferred Stocks. 

The dividend on the Common 
Stock is at the rate of 25c per share 
and is payable July 1, 1948 to stock- 
holders of record at the close of busi- 
ness June 17, 1948. 

The dividend on the 5% Preferred 
Stock is at the rate of $1.25 per share 
and is payable July 1, 1948 to stock- 
holders of record at the close of busi- 
ness June 17, 1948. 

MILTON L. SELBY, Secretary. 
May 28, 1948. 
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THE ELECTRIC STORAGE BATTERY 
COMPANY 


191st Consecutive 
Quarterly Dividend 





The Directors have declared trom the 
Accumulated Surplus of the Company a 
dividend of seventy-five cents ($.75) per 
share on the Common Stock, payable 
June 30, 1948, to stockholders of record 
at the close of business on June 14, 
1948. Checks will be mailed. 


H. C. ALLAN, 


Secretary and Treasurer 
Philadelphia 32, June 4. 1948 


THE TEXAS COMPANY 


A dividend of 75¢ per share or three per 
cent (3%) on par value of the snares 
of The Texas Company has been declared 
this day, payable on July 1, 1948, to 
stockholders of record as shown by the 
books of the company at the close of busi- 
ness on June 4, 1948, The stock transfer 
books will remain open. 
L. H. LInDEMAN 
Treasurer 


























183rd Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 








May 27, 1948 
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away from the earlier spirit of 
caution and hesitation, a develop- 
ment which in turn has been 
strengthening business and busi- 
ness prospects. Admittedly this 
psychological reaction represents 
an intangible factor, subject to 
change. It is one of the reasons 
why we have stated that the econ- 
omy is now holding a delicate 
balance that might easily be up- 
set. It could come to pass, in a 
deflationary direction, through 
shifts in the international situa- 
tion permitting a slowing of de- 
fense efforts, or with inflationary 
implications if prices should get 
out of hand as Government spend- 
ing steps up. If anything, the 
former appears far less likely 
than the latter at this juncture. 


Striking a balance between the 
opposing forces in the outlook, 
one must come to the conclusion 
that the factors of strength ap- 
pear sufficient to postpone once 
again the long awaited economic 
adjustment. They certainly ap- 
pear sufficient to prevent any 
material downtrend in business 
during the third quarter, and for 
that matter, during the rest of 
the year. But one is also forced 
to acknowledge the artificiality of 
some of the props that are keep- 
ing the boom up. Were it not for 
rearmament, for the European 
Recovery Program and similar 
“shots in the arm,” a recessionary 
trend or at least a period of ad- 
justment would doubtless have 
set in long ago, and it would have 
been a healthy development. 
Eventually an adjustment can- 
not be avoided, though the ordi- 
narily normal pattern will have 
to be revised if we are to go into 
a prolonged period of armed 
truce. 

This does not mean that exist- 
ing deflationary or stabilizing 
tendencies will disappear over- 
night. They will continue to make 
themselves felt, but they will 
largely be offset by the existing 
factors of strength. The latter in- 
cludes particularly sustained high 
activity in the capital goods in- 
dustries, fairly well maintained 
retail trade (despite consumer re- 
sistance) as employment remains 
high and income payments large 
for most segments of the popula- 
tion, and as willingness to spend 
is strengthened by a general feel- 
ing of optimism. 


But we can also expect a fur- 
ther piecemeal catching up with 
deferred demand in an increasing 
number of lines with resultant 
price reductions, particularly in 
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soft goods lines, as competition 
waxes keener. This will make for 
a good deal of confusing cross 
currents unless new scarcities 
arise to cancel this trend. For the 
moment, the demand outlook is 
bright, and as far as the supply 
outlook is concerned, no impor- 
tant shortages should develop ex- 
cept in metals, notably steel. Bar- 
ring substantial interference with 
the production process by de- 
fense requirements, more and 
more industries should progres- 
sively reach the stage of demand- 
supply balance. 

Stabilizing, and perhaps even 
somewhat recessionary tenden- 
cies, can then be expected to con- 
tinue or develop in such lines as 
radios, tires, shoes, soap, certain 
types of apparel and furnishings, 
foods (except meat), furniture, 
cotton goods and related prod- 
ucts. But if so, it does not neces- 
sarily imply a dim view as to the 
status of these industries. Indi- 
cated adjustments will make for 
a more normal pattern, but then 
again it seems that we have for- 
gotten what normal is. Revival of 
competition, return to seasonal 
production patterns, an end to 
sellers’ markets—all this is a re- 
turn to normal. It is nothing to 
be afraid of, nor does it mean the 
end of profitable operations. 

The same is true of declining 
prices which are becoming a 
necessity for continued economic 
stability. Not only are they not 
synonymous with depression, 
they are a reflection of a dynamic 
economy. Unfortunately the gen- 
eral trend is still the other way. 
Certainly no one is foolish enough 
to expect that we can continue to 
have a sellers’ market indefinitely. 
Preparations for a change are be- 
ing made by every industry and 
the transition may be less painful 
than many suppose, though it is 
bound to test more fully the 
forces of supply and demand. 

Among durable goods indus- 
tries, on the other hand, things 
are likely to remain tight and 
quite active. No letdown is indi- 
cated for steel, non-ferrous 
metals, and also for oil. The auto- 
mobile industry will continue 
busy unless held down by steel 
priorities, but this would merely 
increase the scarcity factor. 
Freight cars, farm machinery, 
oil field equipment, housing, elec- 
trical equipment will continue to 
wrestle with heavy order back- 
logs or excess demand. No weak- 
ening is indicated in these lines, 
barring materials shortages. 

Production in most durable 


consumer goods lines, too, is 
likely to be maintained at fairly 
high levels, but it is here where 
steel priorities may hit first. If 
so, it is likely to counteract any 
softening tendencies that may 
have developed in some of these 
lines, possibly even to the extent 
of a temporary return to a sellers’ 
market. 

Without question, heavy activi- 
ty in the capital goods and con- 
sumer durable goods industries 
has been an important prop of 
the postwar boom (see table of 
indexes) and may be expected to 
continue this role in excess of its 
relative prewar importance. Much 
of capital goods activity has been 
related to the large volume of 
plant expansion, and such expan- 
sion promises to proceed at a sub- 
stantial rate at least for the bal- 
ance of the year. 

In summarizing, we find that 
basic factors—despite cross cur- 
rents continue strong and we 
may yet be considerably removed 
from the time when fear of a de- 
pression should enter our calcu- 
lations. The general trend of in- 
dustrial production has resumed 
its upward course since April and 
the current rate of national in- 
come is probably at a new peak. 
Order backlogs are building up 
again. Employment may easily 
reach a record figure of 61 million 
this summer, one million more 
than last year. Retail trade is at 
the highest rate on record, and 
last April was running at an an- 
nual rate of $129 billion. Con- 
sumer durable goods are sstill 
wanted in great volume though 
except for housing and new auto- 
mobiles, the demand has become 
less urgent. Non-durable goods 
industries face more selective 
consumer buying but with proper 
price incentives and promotional 
efforts, demand should remain at 
a healthy level. And rearmament 
should bring new activity for 
heavy industries, though new or- 
ders will be slow in coming. 

All this spells continued pros- 
perity, certainly no letdown dur- 
ing the months immediately 
ahead. While based in part on 
artificial props, it is not an en- 
vironment that portends reces- 
sion but one that, in an overall 
sense, spells continued inflation 
of demand beyond the immediate 
ability to supply. Any weakening 
of these artificial props, however, 
if decisive enough would create a 
new situation. It were bound to 
tip the balance the other way, but 
it is unlikely to be allowed to 
happen this year. 
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POWDERED LIGHT... The iuminous 
powder in this picture is a phosphor. 
Used to coat the inside of every 
G-E fluorescent lamp, it transforms 
invisible rays into soft, cool ligh 


Fluorescent lamps, introduced by General Electric scientists, 
give about 2% times as much light as filament lamps of the same 
wattage ... often last from three to six times longer. This means 
savings to the user. G-E research and engineering have improved 
the household refrigerator so that today’s model runs on less 

than half the current used 20 years ago. General Electric is 
constantly finding ways to save you dollars and cents 

through products that serve you faithfully. 


You can pul your coyfonce rn 
GENERAL ELECTRIC 


Hear the Fred Waring Show. . . 60 Musical Stars... NBC Network Monday Night 














